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CHAPTER 1: INTRODUCTION AND OVERVIEW 


1.1. Foreword by the Executive Mayor 

The second democratic Council of Dr J.S Moroka Local Municipality came into 
existence following the Local Government elections 2006. The current Council, which 
took office in 2011, therefore, carries the work that was done by its predecessor in 
this regard. In essence therefore, the local government elections 2011 held on 18 
May 2011 marked a change of guard in all municipalities. Some councillors remained 
in Council, others moved to district municipalities and vice versa, and yet others 
moved out of the local government situation. This development marked yet another 
milestone in the democratic process of the country of which the entrenchment of 
democratic processes is entrenched. 

The current Council is part and parcel of the process alluded to above. It marked a 
change in the upper echelons of the Council structure. It saw an increase in the 
number of Councillors from sixty (60) to sixty two (62). It saw once more voting in 
numbers for parties and Councillors of their choice, and the triumph of democracy 
being exhibited once more. 

This Council has to carry the legacy of previous ones. A foundation was laid both by 
the inaugural Council in the year 2000, and the subsequent one 2006. Quite a 
number of developments have materialised since then. Various capital projects have 
been launched and completed, and yet other are still proceeding. A lot of money, 
time and effort has been expended in a quest to better the lives of the people. 
However, there are still huge backlogs and challenges due to the historical 
background of the municipality. 

This Annual Report being presented marks the footprints of the Council for the 
financial year 2010/2011. It indicates what has been done and what has not been 
done. It chronicles the aims and ambitions, the frustrations and under achievements 
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in the financial year under review. It is an indication that whereas there have been 
achievements in some aspects, there still needs to be more effort expended in order 
to realise the noble vision of the founding fathers of this country of a better life for 
all. 

It needs to be mentioned that this Annual Report comes against the background of 
unfortunate situations, with the institution having acting incumbents in various key, 
strategic positions and acts of arson on municipal property. This report comes 
against the background of a disclaimer opinion from the Auditor-General, which has 
been influenced, inter alia, by the said act of arson. It marks the baptismal of the 
new Council in a very disturbing manner and indicates that henceforth there needs 
to be work, work and more work. Obstacles must be turned to opportunities. Bricks 
must be turned to building blocks for sustainable and life changing growth and 
development. 

Having stated these issues, we therefore present the Annual Report 2010/2011. 

CLLR MTHIMUNYE G.T 
EXECUTIVE MAYOR 
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1.2. OVERVIEW OF THE MUNICIPALITY 


Municipalities are a product of legislation. The advent of democracy saw 
municipalities changing from the old, imposed dispensation that requires the 
community members, councillors and officials working in sync to realise common 
goals. The municipality has been found not wanting in this regard as it tries to meet 
constitutional requisites and contribute to democratic principles as entrenched in the 
Constitution of the Republic of South Africa Act (Art 108 of 1996). 


The current Council came into existence following the local government elections. In 
this regard, there have been quite a number of developments that have been 
realised. Full-time office bearers have been identified and put in various offices, i.e. 
the Speaker, the Executive Mayor, the various Members of the Mayoral Committee 
the Council Whip. The various Council committees have been established. Various 
Chairpersons of the Committees have been appointed. The Council Standing Rules 
and Orders have been revised. Among others, the organisational structure has been 
revisited. This shows work in progress to stabilise the situation in the face of 
challenges faced. 


Council Administration consists of five major components, namely: 

• Office of the Municipal Manager 

• Administration and Corporate Services 

• Community Development Services 

• Finance Management Services 

• Technical Services 

The revised structure is poised to meet the challenges faced by the municipality. 
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The Municipality's population is estimated at 246 969 in terms of the Community 
Survey 2007. The total househoids number is 56 875. Residents of the Municipaiity 
are reiatively young in terms of age structure. Furthermore, the popuiation of the 
municipality is predominancy black. 


The Council of the municipality consists of various political parties. These are the 
following parties represented in Council, namely, the African National Congress 
(ANC) (52), Pan Africanist Congress of Azania (PAC) (1), Sindawonye Progressive 
Party (SPP) (1), Democratic Alliance (DA) (4), Ikusasa Lesizwe Independent 
Movement (ILIMO) (1), National Freedom Party (NFP) (1), African People's Party 
(APC) (1) and Congress of the People (COPE) (1). From the afore-going, it is clear 
that the ANC is the largest party represented in Council. 


Various facilities and amenities are available within the municipal area for use by 
community members. In this regard, reference is made to schools, shopping centres, 
community halls, stadia, sports grounds, taxi ranks, etc. Access to the municipal 
area is relatively easy as access roads are tarred, and there is visible signage as well. 
Services such as water, roads and storm-water, electricity, refuse removal and 
sanitation are available for the local populace. It must however be indicated that 
quite a sizable number of people are living in poverty situations which is exacerbated 
by the high unemployment rate. In terms of work opportunities, most people are 
employed outside the municipal area and the Province of Mpumalanga. On a daily 
basis an estimated 2 529 people commute by buses to Pretoria for work related 
purposes which is an indication of the level of lack of job opportunities in the 
municipality. Others travel to Limpopo Province and neighbouring towns in this 
regard. 
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Having said that, it must be stated that room for improvement is there so that the 
lives of communities improve, there is tangible service delivery, and inroads are 
made to push back the frontiers of backwardness and underdevelopment. 


MABENA B.TJ 

ACTING MUNICIPAL MANAGER 
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1.3. EXECUTIVE SUMMARY 


Dr J.S Moroka Local Municipality is the legal successor of the Transitional Local 
Councils (TLCs) of Mbibane, Mduqane and Mathanjana. These TLC's were in turn 
institutions that came to existence following the collapse of both the former 
homelands of Bophuthatswana and KwaNdebele. This legacy poses huge challenges 
for the municipality realising that the homeland system was to a large extent under- 
development in nature, thus the huge backlogs that were inherited. 


The municipality's vision is "An effective, efficient public institution delivering quality, 
sustainable services to better the lives of the people". Its mission is "Bettering the 
lives of communities through: sustainable service delivery, provision of sustainable 
job creation opportunities, and public participation". From the foregoing, it is vivid 
that the municipality and its community want to see development being the 
hallmark, progress being its spur towards better service delivery and a change in the 
lives of people and its physical landscape. 


There are priority areas that the municipality has towards the realisation of its vision 
and mission. Water tops its priority list as there are some areas, especially In the 
Mathanjana area with lack of bulk water supply. In this regard, trucking of water in 
addition to supply of water through boreholes among other methods of providing 
water is done. Roads and storm-water is another priority area. To this extent bus 
and taxi routes are being tarred by the municipality, and roads re-gravelling takes 
place. Other priority areas in this regard are electricity supply, local economic 
development and municipal facilities. 


The municipality is financially sound, however is must be indicated that there needs 
to be improvement in terms of collection of funds for services rendered. Grant 
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funding assists, but is insufficient to meet the huge backlogs alluded to above. Key 
strategic positions needs to be filled with the view of poising the municipality to 
move forward and upwards. 


With the end of the 2006 Council term, it is worth noting that the contribution made 
by the erstwhile Council in the changes brought by the municipality in the lives of its 
communities will also be referred to in the history books of this municipality. The 
efforts made by the former Executive Mayor, Cllr Masombuka I.M and the members 
of her committee in entrenching a culture of community participation and good 
governance in the municipality are highly appreciated. The contribution by the 
Chairperson of the Council then, Cllr Chilli S.B (former Speaker) and all Councillors 
cannot be overemphasised. These Councillors have left footprints in the sands of 
time for which this Municipality owes a debt of gratitude. 


MABENA B.TJ 

ACTING MUNICIPAL MANAGER 
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2. CHAPTER 2: PERFORMANCE HIGHLIGHTS 


2.1. WATER BACKLOGS 
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2.2. SANITATION BACKLOGS 
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2.3. ELECTRICITY BACKLOGS 
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2.4. ROADS AND STORMWATER 



2.5. SERVICE DELIVERY BACKLOGS 



2010/11 

2010/11 

2010/11 

Required 

Budgeted 

Actual 

Water Backlogs 




Backlogs to be eliminated (No House Not 
Receive Minimum Standard of Services) 

12000 

1376 

10624 

Backlogs to be eliminated (Percentage - 
HH identified as backlogs/total HH in 
municipality) 

21% 

2,6% 

18,4% 

Spending on New Infrastructure to 
Eliminate Backlogs (Rand 0000) 

R226,8 Mil 

R26 Mil 

R200,8 Mil 

Spending on Renewal of Existing 
Infrastructure to Eliminate Backlogs (Rand 
0000) 

R84,6 Mil 

R 14 Mil 

R 70,7 Mil 

Total Spending to Eliminate Backlogs (R 
0000) 

R 311,4 
Mil 

R 40 Mil 

R 271,5 
Mil 

Spending on Maintenance to Ensure No 
New Backlogs Created (Rand 0000) 

R 107 Mil 

* 

A 

Sanitation Backlogs 




Backlogs to be eliminated (No House Not 
Receive Minimum Standard of Services) 

17381 

4818 

12563 
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Backlogs to be eliminated (Percentage - 
HH identified as backlogs/total HH in 
municipality) 

78% 

21,6% 

56,4% 

Spending on New Infrastructure to 
Eliminate Backlogs (Rand 0000) 

R 122 Mil 

R 36,5 Mil 

R 85,5 Mil 

Spending on Renewal of Existing 
Infrastructure to Eliminate Backlogs (Rand 
0000) 

R 31,1 Mil 


R 31,1 Mil 

Total Spending to Eliminate Backlogs (R 
0000) 

R 153,1 
Mil 

R 36,5 Mil 


Spending on Maintenance to Ensure No 
New Backlogs Created (Rand 0000) 

R 39,9 Mil 



Electricity Backlogs 




Backlogs to be eliminated (No House Not 
Receive Minimum Standard of Services) 

3275 

491 

2784 

Backlogs to be eliminated (Percentage - 
HH identified as backlogs/total HH in 
municipality) 

5,8% 

0,9% 

4,9% 

Spending on New Infrastructure to 
Eliminate Backlogs (Rand 0000) 

R 63,5 Mil 

R 5,4 Mil 

R 58 Mil 

Spending on Renewal of Existing 
Infrastructure to Eliminate Backlogs (Rand 
0000) 

R 102,6 
Mil 


R 102,6 
MM 

Total Spending to Eliminate Backlogs (R 
0000) 

R 166,2 
Mil 

R 54 Mil 

R 160,6 
Mil 

Spending on Maintenance to Ensure No 
New Backlogs Created (Rand 0000) 

R 108 Mil 

R230, 000.00 

R107,8 Mil 

Roads Backlogs 




Backlogs to be eliminated (No KM's Not 
Receive Minimum Standard of Services) 

135 

60 

75 

Backlogs to be eliminated (Percentage - 

64% 

28,6% 

35,7% 
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HH identified as backlogs/totai HH in 
municipaiity) 




Spending on New Infrastructure to 
Eliminate Backlogs (Rand 0000) 

R 185,6 
Mil 

R82,5 Mil 

R 103,1 
Mil 

Spending on Renewal of Existing 
Infrastructure to Eliminate Backlogs (Rand 
0000) 

R 10,3 Mil 


R 10,3 Mil 

Total Spending to Eliminate Backlogs (R 
0000) 

R 195,9 
Mil 

R82,5 Mil 

R 113,4 
Mil 

Spending on Maintenance to Ensure No 
New Backlogs Created (Rand 0000) 

R 28,9 Mil 

R 10,1 Mil 

R 18,8 Mil 


*2010/11 Maintenance budget ^Difference of Required and Budgeted 
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2.6. COMMUNITY DEVELOPMENT SERVICES 


INTRODUCTION 


The primary task of the Department of Community Development Services (CDS) is to 
foster 1 sociai cohesion and to improve the quaiity of iife in Dr JS Moroka Local 
Municipaiity for the genuine enjoyment of fundamentai human rights and the respect 
for human dignity. 

The mandate of the department is fuifilied through the promotion of our government 
standards in the sociai field, the support of cultural diversity, promotion of waste and 
environmentai issues, and the faciiitation of Heritage, Arts and Cuiture programmes. 

The department also ensures the enforcement of road safety and also facilitate the 
co-ordination of social crime prevention with relevant stakeholders in accordance 
with relevant pieces of legislation. The Motor Vehicle Testing Station (VTS), Drivers 
License Testing Centre (DLTC) and Motor Vehicle Registration Authority (MVRA) also 
form a component of this department. 

The department comprises of the following divisions; 

• Waste and Environmental Services 

• Disaster Management 

• Arts, Cuiture and Heritage 

• Cemeteries 

• Facilities Management 

• Transport 

• Education, Health and Social Services 

• Motor Licensing and Traffic Services, and 

• Library services 

Key issues addressed in the financial year under review: 
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2.7. GOOD GOVERNANCE AND PUBLIC PARTICIPATION 
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To provide Provide 
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Disaster 

Management 

Plan 


Municipal Draft Disaster 

disaster Management Plan in 

management place 
in place 


Procurement of 10 disaster Blankets and tents 

disaster tents tents & 50 procured and 

blankets handed over to 

procured disaster victims in 

different villaoes 
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AREA 


Waste To procure Staff allocated 

Manag protective with protective 
ement clothing for clothing 

staff 
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Procurement of 

protective 

clothing 


1 Uniform 

procured for 
all staff 
members 


Protective clothing 
procured for both 
food for waste 
beneficiaries and 
permanent 
emolovees 



recycling 


To educate Minimal illegal 

communities disposal of 
on proper waste 

waste 

management 

strateaies 


To reduce Reduced unused 
illegal dump open space 
sites 


Introduce the 
drama projects 
in educating 
communities 


Introduce Adopt 
a Spot 


Cemete 

ries 



Improve service 
delivery in the 
cemeteries 


Procurement of 
TLB for grave 


4 awareness 
campaigns In 
4 municipal 
wards 


Illegal 

dumping sites 
at Libangeni 
and 

Siyabuswa to 
be 

rehabilitated 


Procure 1 
TLB 


Awareness 
campaigns held at 
Maphotia, Libangeni 
and Siyabuswa and 
959 dustbins 
distributed for free. 


Illegal dumping sites 
rehabilitated by the 
Food for Waste 
beneficiaries. 


1 Buldozer procured 
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To provide a 
pauper burial 
service to the 
community of 
Dr JS Moroka 
Local 

Municipality 

Implementation 
of pauper 

burials as and 
when needed. 

Implementation 
of Pauper 

burials as and 
when needed. 

Burying of 
paupers as 
and when 

required 

Pauper burial 

service conducted 
as and when 
required and 5 
burials were 

conducted 

Traffic 

And 

Licensi 

ng 

To reduce 

unroadworthy 

vehicles 

Reduce the 

prevalence of 
unroadworthy 
vehicles on the 
road 

Reduction of 

unroadworthy 

vehicles 

Training of 3 
Motor vehicle 
examiners 

• 8502 traffic 
fines issued. 

• R340 390.00 
received from 
traffic fines. 

• 22 Road 

blocks 
conducted. 

• 1 roadblock 
trailer 
procured. 

• Speed humps 
have been 
erected 
around 
MduQana, 
Mbabane and 
Moretele. 

• Repainting of 

road marking 
has been 

done around 
Mbibane and 
Moretele. 

• Four new 

established 
Scholar Patrol 
around 
Mdutjana and 
Mbibane. 

• One scholar 
patrol event 
conducted. 

• Remarking of 
defaced 
pedestrian 
crossing has 
been done 


To have an 
effective road 
traffic law 

enforcement 

• Conduct 
road 
blocks 
during 
peak 
seasons 

• Conduct 
road 
safety 
promotio 
n 

Conduct 4 

roadblocks 

4 roadblocks 
conducted in 
the municipal 
area 
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around 

Moretele. 

• Remarking 

of four ways 
stop signs 

has been 

done around 
Siyabuswa. 

• 18 Schoolar 
patrols 
trained 
around 
DrJSMLM. 

• 4 new 

established 
scholar patrol 
around 
DRJSMLM. 

• 9 schools 

within 
DRJSMLM 
were trained 
for safe 

cycling. 

• 1 road safety 
awareness 
campaign 
conducted at 
Moretele. 

• Installation of 
traffic signs 
around 
DRJSMLM. 

• Road safety 
debate 

conducted at 

different 

schools. 


To protect 

municipal 

assets 

controlled 
access & 

protection of 

municipal assets 

managing of 

security services 

All municipal 

assets 

safeguarded 

The security 

contract was 

managed in the face 
of challenges 

encountered in this 
field. 

□ 

To enhance 

Accurate 

motor vehicle 

Collect RIO M 

An amount of R5,6 
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revenue 

collection 


revenue licensing, 

collection up to driver's licenses 
RIO, M and testing of 

Motor Vehicles 
for 

roadworthiness 


Fleet To register 
Manag vehicles with 
ement the licensing 
authority 


Arts 

and 

Culture 



cultural groups 


To promote and 
encourage 
communities to 
engage in Arts 
activities 


To provide library 
and information 
services to the 
communities of Dr 
JS Moroka Local 
Municipality 


Licensed 

vehicles 

Renewal of 

motor vehicle 
licenses 

All municipal 
fleet 

registered 

Provide 

donations to 

commemorate 
heritage days 

Assist tribal 

authorities with 
funding 

All council 

approved 

tribal 

Authorities to 
be assisted 

Hold 1 Arts 
festival 

1 Arts festival to 
be held 

1 Arts festival 
in the 

Municipality 

To conduct 

outreach 

programmes. 

Visit primary and 
secondary school 
and conduct 

Outreach 

programmes 

conducted. 


M was collected in 
the 3 Registering 
authorities within 
the Municipality. 


All Municipal 

vehicles were fully 
licensed and 
branded. 


Traditional 
Authorities were 
assisted financially 
when 

commemorating 
Heritage events 


Arts and Heritage 
festivai was held at 
Lifisoane sports 
ground. 


20 study guides, 4 
Printers and 2 
computers donated by 
the University of 
Pretoria. 

8 outreach 
progr;ammes 
conducted to different 
schools. Book indaba 
held. 
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2.8. SPECIAL PROJECTS: FIFA LEGACY PROJECT 

Libangeni stadium - before 
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2.9. SPECIAL PROJECTS: FIFA LEGACY PROJECTS 


The Football Turf Legacy Project is an initiative of the 2010 FIFA World Cup 
Organising Committee South Africa (LOC).The project involved the construction of 
community football centres around specialised turf fields. The project aims to give 
marginalised communities access to quality . 

Dr JS Moroka Local Municipality is a beneficiary out of the 27 projects (or centres) 
that were rolled out in the first phase of the Turf Legacy Projects. Alongside the turf 
there Is a clubhouse that Is still under construction, which will include offices, a 
meeting room, change rooms, ablution facilities and a computer room. These 
projects are funded by proceeds from the National Lottery. The turf field project 
commenced in September 2010 and was completed by November 2010. The 
clubhouse project commenced on the March 2011 and is now complete. 

The LOC has also purchased specialised maintenance equipment and handed it over 
to the Municipality. Two municipal officials were also trained on the maintenance of 
the artificial turf. With this development, it is expected and anticipated that the 
Municipality' sports development will develop further, and not only provide 
entertainment but also creates jobs. After all, Sports is one of the multimillion rand 
industries throughout the world of which the Municipal residents have to participate 
and benefit as well. 
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CHAPTER 3: HUMAN RESOURCE AND ORGANISATIONAL MANAGEMENT 


3.1. INTRODUCTION 


The Human Resources Management of the Municipality plays a support function to 
all municipal departments in the various components of the function. It is located 
within the Administration and Corporate Services Department of the Municipality. 


3.2. MUNICIPAL WORKFORCE PROFILE 


As at 30 June 2011 the total number of employees in the municipal employ was at 
523. The staff composition is 100% black and its profile is as follows: 



Tejc' 
















' “o -T 

msm 
' 11 ^ 
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3.3. COUNCIL COMPOSITION 

The Dr J.S Moroka Local Municipal Council is composed of 62 members occupying 
the 62 seats in Council. The newly elected Council is constituted of eight (8) political 
parties which share the seats as follows: 



Congress of the People 


Democratic Alliance 


Ikusasa Lesizwe Independent Movement 


National Freedom Party 


Pan Africanist Congress of Azania 


Sindawonye Progressive Party 
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No. of Seats 


■ African National Congress 



■ African People's 
Convention 

■ Congress of the People 


■ Democratic Alliance 


■ Ikusasa Lesizwe 
Independent Movement 

■ National Freedom Party 


B Pan Africanist Congress 
of Azania 

B Sindawonye Progressive 
Party 


3.4. ORGANISATIONAL STRUCTURE 


The Municipal organisational structure has been reviewed to reflect the dynamics 
necessitated by service delivery objectives and the water service provision function 
of the Municipality. Minor adjustments to the structure may still be necessary to 
ensure its full alignment with the Municipality's key performance areas and other 
developments. In the period under review the post establishment in the 
organisational structure was as follows: 


Office Of The Municipal Manager : 

''' -f ' -65.. 



■■MbibSne:uriitOffice^'9H5il^d^^ 



w 

Financial Management Servic^' ; 
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3.5. SKILLS DEVELOPMENT 


Skills development in the Municipality is addressed through the Workplace Skills Plan 
(WSP) as guided by the Skills Development Act. The WSP and the Annual Training 
Report (ATR) for the Municipality have been compiled and submitted to the Local 
Government Sector Education and Training Authority (LGSETA) as a legislative 
requirement. A number of training interventions were planned and implemented in 
the year under review, which include the following: 


Name of Training Programme Number of Training Provider 


Beneficiaries 


Skills for supervising an 
Internal Audit Project 
Certificate Programme in 

Management Development 


Employment Equity 








Wits Business 
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Committee Training 


Housing Policy Development m 


Management 


Auditing Projects, Project 

Management & Risk 



Effective Report Writing 



Internal Audit Quality 

Assessment 

O'H 


Integrated Development 

Planning 


(■' -Si' ■' ' 

Principles of Budgeting 

•P 


Credit Control, Debt Collection 

& Indigent Policy 



IT Auditing for Non-IT 

Auditors 

M 


Local Government Accounting 

Certificate 



Certificate Programme in 

Management Development 

m 


Local Government 



Performance Management 


Population;^ Environment & 
Development in IDP 


Project Management 


Marketing 


Autocad Essentials 




'elf 


lU 


Principles of Graphic Design 




'SSiMiiN 


'/Academy ' , of ^ ‘ Adyance'd 
' Technology ’ " ^ , 




Copyright 
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3.6. EXECUTIVE MAYOR'S BURSARY SCHEME 


The drive by the Municipality to attract skilled personnel in the scarce skills 
categories has seen the extension of the Executive Mayor's Bursary Scheme to cover 
more deserving beneficiaries who are from a disadvantaged backgrounds and 
residing within the Municipal area of jurisdiction. The total number of beneficiaries is 
currently standing at nine (9) in the various fields of studies and institutions of 
higher learning. These are composed as follows; 
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The Bursary Scheme is a full award that covers tuition, accommodation, meals and 
textbooks. The Municipality will be growing its funding for the Scheme for the 2012 
academic year to accommodate eight (8) more bursars in the Civil Engineering field 
of study on top of the existing bursary holders. The Executive Mayor's Bursary 
holders are also afforded an in-service training in the Municipality to enable them to 
gain the practical exposure in their field of work. 
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CHAPTER 4: 


FINANCIAL STATEMENTS AND RELATED FINANCIAL 
INFORMATION 


Income Received 

Grants and Subsidies. 

The foiiowing grants/subsidies were received during the year under review; 


Grants/Subsidies 

2009/2010 

2010/2011 

Equitabie Share Ailocation 

R146,264,205 

R180,579,000 

Municipal Infrastructure Grant 
(MIG) 

R65,005,000 

R75,933,000 

Municipal Finance Management 
Grant (FMG) 

R2, 750, 000 

R3, 000, 000 

Municipal Systems Improvement 
Grant (MSIG) 

R500,000 

R750,000 

Water Services Operating 

Subsidy Grant (WSOG) 

R56,033,000 

R37,868,000 
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Total Operating Income 
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The major expenditure of the Municipality is set out here in the table below. 
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Loans 


The Municipality settied its ABSA loan of R457 431.00 In February 2011. 


Investment Analysis 
ABSA R 16 253 590.64 
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AUDITOR - OENBRAl 
SOUTH AFRICA 


The Accounting Officer 

Dr JS Moroka Local Municipality 
Private Bag X4014 
Siyabuswa 
0472 


30 November 2011 


Ref: 18014REG10-11 


Dear Sir. 

Report of the Auditor-General on the financial statements and other legal and regulatory 

requirements of Dr JS MoroJca Local Municipality for the year ended 30 June 2011 

1 . The above-mentioned report of the Auditor-General is submitted herewith In terms of section 
2 1 ( 1) of the Public Audit Act of South Africa read in conjunction with section 1 88 of the 
Constitution of the Republic of South Africa section 121(3) of the Municipai Finance 
Management Act of South Africa (MFMA) 

2. We have not yet received the other Information that will be Included in the annual report 
with the audited financial statements and have thus not been able to establish whether there 
are any inconsistencies between this information and the audited financial statements arid 
the reported performance against pre-determ ined objectives. You are requested to supply 
this information as soon as possible. Once this information is received it will be read and 
should any inconsistencies be Identified these will be communicated to you and you will be 
requested to make the necessary corrections. Should the corrections not be made we will 
amend and reissue the audit report. 

3. In terms of section 1 21 (3) (municipality) of the MFMA, you are required to include the audit 
report In the municipality's annual report to be tabled. 

4. Until the annual report is tabled as required by section 127(2) pf the MFMA, the audit report 
is not a public document and should therefore be treated as confidentlaL 

5. Prior to printing or copying the annual report which will include the audit report you are 
required to do the following: 

• Submit the final printer’s proof of the annual report to the relevant senior manager of the 
Auditor-General of South Africa for verification of the audif-related references in the audit 
report and for confirmation that the financial statements and other information are those 
documents that have been read and audited. Special ca.re should be taken with the page 
references in your report, since an incorrect reference could have audit Implications. 

• The signature Auditor-General in the handwriting of the auditor authorised to sign the 
audit report at the end of the hard copy of the audit report should be scanned in when 
preparing to print the report. This signature, as well as the place and date of signing and 


Auditing to build public confidence 


Auditor-General of South Africa 

POBox2684 NeUprult 1200 Mpumalanga “Docex 39 •Tel: +27 (0)13 756 0800 •Fax: +27(0} 13 756 0879 •vww.agsa.coia 


•the Auditor-General of South Africa’s logo, should appear at the end of the report, as in 
the hard copy that is provided to you. The official logo will be made available to you in 
electronic format. 

6. Please notify the undersigned Senior Manager well in advance of the date on which the 
annual report containing this audit report will be tabled. 

7. Your cooperation to ensure that all these requirements are met would be much appreciated. 
Kindly acknowledge receipt of this letter. 

Yours sincerely 


Signed 


Senior Manager Mpumalanga 

Enquiries.'Phetego Mokgope 
Telephone: (013) 756 0800 

Fax: (013)756 0879 



REPORT OF THE AUDITOR-GENERAL TO THE MPUMALANGA PROVINCIAL 

LEGISLATURE AND THE COUNCIL ON THE DR J S MOROKA LOCAL MUNICIPALITY 

REPORT ON THE FINANCIAL STATEMENTS 

Introduction 

1 . I was engaged to audit the accompanying financial statements of the Dr J S Moroka 
Municipality, which comprise the statement of financial position as at 30 June 201 1 and the 
statement of financial performance, statement of changes in net assets and statement of 
cash flows for the year then ended, and a summary of significant accounting policies and 
other explanatory information, as set out on pages xxx to xxx. 

Accounting officer’s responsibility for the financial statements 

2. The accounting officer is responsible for the preparation and fair presentation of these 
financial statements in accordance with South African Standards of Generally Recognised 
Accounting Practice (SA Standards of GRAP) and the requirements of the Municipal 
Finance Management Act of South Africa, 2003 (Act No. 56 of 2003) (MFMA), and for such 
Internal control as management detemiines necessary to enable the preparation of financial 
statements that are free from material misstatement, whether due to fraud or error. 

Auditor-General’s responsibility 

3. As required by section 1 88 of the Constitution of the Republic of South Africa, 1 996 (Act 
No. 108 of 1996), section 4 of the Public Audit Act of South Africa, 2004 (Act No. 25 of 
2004) (PAA) and section 1 26(3) of the MFMA, my responsibility is to express an opinion on 
the financial statements based on conducting the audit in accordance v^h International 
Standards on Auditing and General Notica 1111 o/ 2010 issued in Government 

Gazette 33872 of 15 December 2010. Because of the matters described in the basis for 
disclaimer of opinion paragraphs, however, I was unable to obtain sufficient appropriate 
audit evidence to provide a basis for an audit opinion. 

Basis for disclaimer of opinion 

Subsequent event 

4. Subsequent to year-end, a fire at the municipality destroyed all the accounting records 
pertaining to expenditure. In these circumstances, I was unable to carry out all the auditing 
procedures I considered necessary to confirm the occurrence, accuracy, cut-off, allocation 
and completeness of general expenditure, repairs and maintenance, grants paid, asset 
additions, the value-added, tax refund and inventory additions, amounting to R215 767 561 
as disclosed in the financial statements. The entity’s records did not permit the application of 
alternative procedures regarding the expenditure transactions. 

Management representation letter 

5. I was unable to obtain the representations considered necessary from the accounting officer 
with respect to classes of transaction, account balances and disclosure amounts. | could not 
determine the effect on the disclosures contained in the financial statements. 

Property, plant and equipment 

6. The Standard of Generally Recognised Accounting Practice, GRAP 1 7 Property, Plant and 
Equipment requires the entity to disclose for each class of property, plant and equipment, 
the amount of contractual commitments for acquisition of property, plant and equipment. I 
identified commitments amounting to R27 868 412 that had not been disclosed by the 
munidpality. The entity had no processes to identify and disclose commitments. 


7. As disclosed in note 2 to the financial statements, the corresponding figure for infrastructure 
assets was restated by R1 094 141 823 In order to address a prior year misstatement. No 
supporting documentation was available for the restatement. Consequently, I was unable to 
obtain suffident appropriate audit evidence to satisfy myself as to the existence, 
completeness, valuation ahd allocation: of rights pertaining to the opening book value of 
infrastnjcture assets of R1 377 878 846 as disclosed in note 2 to the financial statements. 

8. The municipality did not provide sufficient appropriate audit evidence to support the 
depredation amounting to R38 226 627 as disclosed in note 2 to the financial statements. 
The entity's records did not permit the application of alternative audit procedures to obtain 
reasonable assurance that the current year depreciation had been accurately accounted for. 

9. The property, plant and equipment dosing balance amounting to R1 471 174 617 disclosed 
In note 2 to the financial statements differed from the amount of R1 787 668 disclosed in the 
asset register. The entity could not provide sufficient appropriate audit evidence to verify the 
difference. 

10. Buildings to the value of R45 230 435 were incorrectly classified as infrastructure assets. 
Consequently, buildings were understated and infrastructure assets overstated. 

1 1 . As the municipality’s records did not penmK the application of alternative audit procedures, I 
could not obtain sufficient appropriate audit evidence as to the valuation, eMstence, rights 
and completeness of the closing balance of property, plant and equipment as at 

30 June 2011 to the amount of R1 471 174 617 (2010: R1 415 499 535) in the statement of 
financial position. 

Long-term loans 

12. The municipality could not provide sufficient appropriate audit evidence to support the long- 
term loan amounting to R3 510 314 as disclosed in note 10 to the financial statements. The 
municipality's records did not permit the application of alternative audit procedures to 
confirm the valuation, completeness, classification and obligation of the loan. 

Revenue 

13. Revenue services: charges amounting to R20 959 718 disclosed in note 16 to the financial 
statements included prior year services charges of R1 023 365. This resulted in revenue: 
services charges and the accumulated surplus being overstated. 

14. The municipality could not provide sufficient appropriate supporting evidence to confirm the 
accuracy, completeness, occurrence, classrfication and cut-off of revenue: other income 
amounting to R2 971 711 and revenue: licence and permits amounting to R2 824 478 as 
disclosed in notes 16 and 14 to the financial statements, respectively. The municipality’s 
records did not permit the application of alternative procedures regarding revenue. 

Accumulated surplus 

15. The municipality could not provide sufficient appropriate audit evidence to support the 
difference between the prior year closing balance amounting to R332 339 715 and the 
current year opening balance amounting to R314 188 989. The entity’s records did not 
permit the application of alternative audit procedures to verify the difference amounting to 
R18150 726. 



16. The municipality could not provide sufficient appropriate audit evidence to support the 
difference between the surplus amount reported in the prior year financial statements 
amounting to R84 1/3 208 and the current year comparative figure amounting to 
R54 291 702. The entity's records did not permit the application of alternative audit 
procedures to verify the difference amounting to R29 881 506, 

1 7, The municipality could not provide sufficient appropriate audit evidence to confirm a prior 
year adjustment amounting to R6 233 341 as disdosed in the statement of changes in net 
assets., 

13. The municipalit/s records did not permit the application of alternative audit procedures. 
Consequently, I could not obtain suffident appropriate audit evidence as to the valuation, 
existence, rights and completeness of the closing balance of the accumulated surplus as at 
30 June 201 1 to the amount of R1 560 527 563 (2010: R1 462 622 076) in the statement of 
changes In net assets. 

Cash and cash equivalents 

19. The municipality could not provide sufficient appropriate audit evidence to support the 
difference between comparative figures for the ABSA bank account as disclosed in the 
current year financiai statements amounting to R655 903 and the prior year audited financial 
statements amounting to R9 622 127. The entity’s records did not permit the application of 
alternative audit procedures to verify the difference amounting to R8 966 224. 

20. The municipality could not provide sufficient appropriate audit evidence to support the 
differences bet^^n the cash book balances in the general ledger, the trial balance and 
disclosure note 9 to the financial statements amounting to R4 688 625, R15 074 131 and 
R14 097 360, respectively. 

21 . The municipality could not provide sufficient appropriate audit evidence to support the bank 
reconciling items amounting to R18 389 001. 

22. The bank accounts held in the name of the municipality amounting to R109 224 056 
disclosed in note 9 to the financial statements did not agree to the third party bank 
confirmations. The confirmations indicated that the bank balances were overstated by 
R7 794 698. 

23. As the municipality’s records did not permit the epplication of alternative audit procedures, I 
could not obtain sufficient appropriate audit evidence a$ to the valuation, existence, rights 
and completeness of the closing balance of cash arid cash equivalents as at 30 June 201 1 
to the amount of R1 09 224 056 (201 0: R38 751 897) in the statement of financial position. 

Unspent grants 

24. The Standard of Generally Recognised Accounting Practice, GRAP 1 Presentat/on of the 
Financial Siaterhehts requires a liability to be classified as current when the liability is 
expected to be settled in the entity's normal operating cycle or within 12 months after the 
reporting date, or the entity does not have an unconditional right to defer settlement of the 
liability for at least 12 months after the reporting date. The municipality did not disclose 
unspent grants expected to be settled in the next financial year as a current liability. The 
unspent grants of R15 363 305 were classified as non-current liabilities instead of current 
liabilities. 



Prior period error 

25. The Standard on Generally Recognised Accounting Practice, GRAP 3 Accounting Policies, 
Changes in Accounting Estimates and Errors requires all errors to be corrected in the 
financial statements and that retrospective application should be applied for all errors 
discovered In subsequent years. These errors should be corrected by restating the 
comparative amounts for prior periods in which the error occurred, or if the error occurred 
before the earliest period presented, restate the opening balances of the earliest period 
assets, liabilities and net assets. 

26. The impact of the correction of the prior period error for the provision for landfill sites 
amounting to R9 444 694 was not accounted for in the accumulated surplus disclosed in the 
statement of changes in net assets. 

27. The Impact of the correction of the prior period error for the depreciation of property, plant 
and equipment amounting to R20 671 820 was not accounted for in the accumulated 
surplus disclosed in the statement of changes in net assets. 

Financial instruments 

28. The International Financial Reporting Standard, IFRS 7 Pfnancia/ instruments: Disclosures 
requires an entity to disclose by class of financial instrument, the amount that best 
represents Its maximum exposure to credit risk at the end of the reporting period, a 
description of the collateral held as security, and the financial effect in respect of the amount 
that best represents the maximum exposure to credit risk. The municipality did not disclose 
the minimum requirements with regard to the credit risk of the other financial assets, trade 
and other receivables from exchange transactions as well as consumer debtors disclosed in 
notes 4, 6 and 8 to the financial statements, respectively. 

Contingent liabilities 

29. The Standard of Generally Recognised Accounting Practice, GRAP 19 Provisions, 
Contingent Liabilities and Contingent Assets requires an entity to disclose for each class of 
contingent liability at the reporting date a brief description of the nature of the contingent 
liability, and where practicable an estimate of its financial effect, uncertainties relating to the 
amount or timing of outflow, and the possibility of reimbursement. I identified contingent 
liabilities amounting to R3 066 955 that had not been disclosed by the municipality. The 
entity had no processes to identify and disclose contingent liabilities. 

Operating leases 

30. The Standard of Generally Recognised Accounting Practice, GRAP 13 teases requires a 
minimum disclosure for operating leases and total future operating lease payments to be 
spIrtTnto the following categories: not later than one year, later than one year and not later 
than five years, and later than five years. The municipality did not disclose the required 
information on operating leases. 

Disclaimer of opinion 

31 . Because of the significance of the matters described in the basis for disclaimer of opinion 
paragraphs, I have not been able to obtain sufficient appropriate audit evidence to provide a 
basis for an audit opinion. Accordingly, I do not express an opinion on the financial 
statements. 



Emphasis of matters 

32. 1 draw attention to the matters below. My opinion is not modified in respect of these matters: 
Restatement of corresponding figures 

33. As disclosed in note 32 to the financial statements, the corresponding figures for the prior 
balance sheet. date were restated as a result of an error discovered during the year of the 
current balance sheet date in the financial statements of the municipality at, and for the year 
ended, 30 June 201 1 . 

Material Impairments 

34. As disclosed in note 8 to the financial statements, material impairments of R90 134 507 
were incurred as a result of the write-off of irrecoverable trade debtors. 

Additional matter 

35. i draw attention to the matter below. My opinion is not modified In respect of this matter 
Unaudited supplementary schedules 

36. The supplementary information set out on pages XX to XX does not form part of the 
financial statements and is presented as additional information. I have not audited these 
schedules and, accordingly, I do not express an opinion thereon. 

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS 

37. In accordance with the PAA and In terms of General Notice 1111 of 201 0 issued in 
Government Gazette 33872 of 15 December 2010 , 1 include below my findings on the 
annual performance report as set out on pages xxx to xxx and material non-cornpliance with 
laws and regulations applicable to the municipality. 

Predetermined objectives 

Presentation of infoirnation 

38. The reported performance against predetermined objectives was deficient in respect of the 
following criterion: 

• Performance against predetermined objectives was not reported using the National 
Treasury guidelines. 

39. The following audit finding relates to the above criteria: 

Reasons for major variances between planned and actual reported targets not 
provided in the report on predetermined objectives 

• Adequate explanations for major variances between the planned and the actual reported 
targets were not provided, as required in terms of the relevant reporting guidance. 


Usefulness of information 

40. The reported performance information was deficient in respect of the following criteria: 

• Consistency: The reported objectives, indicators and targets were not consistent with the 
approved integrated development plan. 

• Measurability: indicators were not well defined and verifiable, and targets were not 
specific, measurable and time bound. 

41. The following audit findings relate to the above criteria: 

Reported indicators not consistent when compared to planned Indicators 

• The reported performance against predetermined indicators was not consistent with the 
approved integrated development plan. 

Planned and reported targets not specific, measurable and time bound 

• For the selected programmes, 37% of the planned and reported targets were not: 

- specific in clearly identifying the nature and the required level of performance 

- measurable in identifying the required performance. 

• For the selected programmes, 93% of the planned and reported targets were not: 

^ time bound in specifying the time period or deadline for delivery. 

Planned and reported indicators not verifiable 

• For the selected programmes, valid performance management processes and systems 
that produced actual performance against the planned indicators did not exist for 100% 
of the indicators. 

Planned and reported indicators not well defined 

• For the selected programme, 1 00% of the planned and reported indicators were not 
clear, as unambiguous data definitions were not available to allow for data to be 
collected consistently, 

Sufficient appropriate evidence was not submitted to support reported indicators or 
targets 

• Sufficient appropriate evidence for the selected programme could not be obtained. There 
vyere no satisfactory audit procedures that I could perform to obtain the required 
assurance as to the validity, accuracy and completeness of the reported performance 
against predetermined objectives. 

Compliance vyith laws and regulations 

Annual financial statements and annual report 

42. The financial statements submitted for auditing were not prepared in all material respects |n 
accordance with the requirements of secllpn 122 of the MFMA. Material misstatements in 
capital assets, liabilities, revenue, expenditure and disclosure items were identified by the 
auditors, some of which were subsequently corrected in the financial statements. 

43. The municipal council did not table the annual report by no later than two months from the 
date on which the annual report had been tabled in the council, in terms of section 127 of 
the MFMA. 



44. The performance, report for the financial year under review was not prepared as required by 
section 46 of the Municipal Systems Act of South Africa, 2000 (Act No. 32 of 2000} (MSA) 
and section 1 21 (3)(c) of the MFMA, 

Internal audit 

45. The internal auditors of the municipality did not audit the performance measurements on a 
continuous basis and therefore did not submit quarterfy reports on their audits to the 
municipal manager and the performance audit committee, as required by Municipal Planning 
and Performance Management Regulation 14. Consequently, the audit committee could riot 
revievy the internal audit reports on predetermined objectives. 

Expenditure management 

46. Sufficient appropriate audit evidence, could not be obtained that expenditure for the entire 
financial year had been Incurred in accordance with legislative requirements and the supply 
chain management (SCM) policy. 

Procurement and contract management 

47. Sufficient appropriate audit evidence could hot be obtained that contracts and quotations for 
the entire financial year had been procured in accordance with legislative requirements and 
the SCM policy. 

INTERNAL CONTROL 

48. In accordance with the PAA and in terms of General Notice 1111 of 2010 issued in 
Government Gazette 33872 of 15 December 2010 , 1 considered internal control relevant to 
my audit, but not for the purpose of expressing an opinion on the effectiveness of internal 
control. The matters reported below are limited to the significant deficiencies that resulted in 
the basis for the disclaimer of opinion, the findings on the annual performance report and 
the findings on compliance with laws and regulations included in this report. 

Leadership 

49. The accounting officer did not exercise oversight responsibility oyer financial and 
performance reporting, compliance with laws and regulations as well as internal control 

50. Actions were not taken to address risks relating to the achievement of complete and 
accurate financial and performance reporting. 

51. The systems were not documented in the policy and procedures manual and the results of 
the monitoring process were not routinely communicated to a|l managers and staff. 

Financial and performance management 

52. Pertinent information was not identified and captured in a form and time frame to support 
financial and performance reporting. 

53. Requested information was not available and supplied without any significant delay. 

54. The municipality did not have competent individuals who understood the financial reporting 
framework and perforrnance management requirements. 

55. Manual or automated controls were not designed to ensure that transactions had occurred, 
were authorised, and were completely and accurately processed. 


Governance 

56. Ongoing monitoring and supervision were not undertaken to enable an assessment of the 
effectiveness of internal control over financial and performance reporting. 


/Auditor - 

Nelspruit 

30 November 201 1 
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Accounting Officer's Responsibilities and Approval 


The accounting officer is required by the Municipal Finance Management Act (Act 56 of 2003), to maintain adequate accounting 
records and is responsible for the content and integrity of the annual financial statements and related financial information included 
in this report. It is the responsibility of the accounting officer to ensure that the annual financial statements fairly present the state 
of affairs of the municipality as at the end of the financial year and the results of its operations and cash flows for the period then 
ended. The external auditors are engaged to express an independent opinion on the annual financial statements and was given 
unrestricted access to all financial records and related data. 

The annual financial statements have been prepared in accordance with Standards of Generally Recognised Accounting Practice 
(GRAP) including any interpretations, guidelines and directives issued by the Accounting Standards Board. 

The annual financial statements are based upon appropriate accounting policies consistently applied and supported by reasonable 
and prudent judgements and estimates. 

The accounting officer acknowledges that he is ultimately responsible for the system of internal financial control established by the 
municipality and place considerable importance on maintaining a strong control environment. To enable the accounting officer to 
meet these responsibilities, the sets standards for internal control aimed at reducing the risk of error or deficit in a cost effective 
manner. The standards include the proper delegation of responsibilities within a clearly defined framework, effective accounting 
procedures and adequate segregation of duties to ensure an acceptable level of risk. These controls are monitored throughout the 
municipality and all employees are required to maintain the highest ethical standards in ensuring the municipality's business is 
conducted in a manner that in all reasonable circumstances is above reproach. The focus of risk management in the municipality is 
on identifying, assessing, managing and monitoring all known forms of risk across the municipality. While operating risk cannot be 
fully eliminated, the municipality endeavours to minimise it by ensuring that appropriate infrastructure, controls, systems and 
ethical behaviour are applied and managed within predetermined procedures and constraints. 

The accounting officer is of the opinion, based on the information and explanations given by management, that the system of 
internal control provides reasonable assurance that the financial records may be relied on for the preparation of the annual 
financial statements. However, any system of internal financial control can provide only reasonable, and not absolute, assurance 
against material misstatement or deficit. 

The accounting officer has reviewed the municipality’s cash flow forecast for the year to 30 June 2012 and, in the light of this 
review and the current financial position, he is satisfied that the municipality has or has access to adequate resources to continue 
in operational existence for the foreseeable future. 

The annual financial statements set out on pages 6 to 44, which have been prepared on the going concern basis, were approved 
by the on 31 August 201 1 and were signed on its behalf by: 


BTJ. MsftJi^na 

Acting Municipal Manager 
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Accounting Officer's Report 


The accounting officer submits his report for the year ended 30 June 201 1. 

1 . Review of activities 
Main business and operations 

Net surplus of the municipality was R 97 905 487 (201 0; surplus R 54 291 702). 

2. Going concern 

The annual financial statements have been prepared on the basis of accounting policies applicable to a going concern. This basis 
presumes that funds will be available to finance future operations and that the realisation of assets and settlement of liabilities, 
contingent obligations and commitments will occur in the ordinary course of business. 

3. Subsequent events 

The accounting officer is not aware of any matter or circumstance arising since the end of the financial year. 

4. Accounting policies 

The annual financial statements prepared in accordance with the prescribed Standards of Generally Recognised Accounting 
Practices (GRAP) issued by the Accounting Standards Board as the prescribed framework by National Treasury. 

5. Accounting Officer 

The accounting officer of the municipality during the year and to the date of this report is as follows: 

Name 

BTJ. Mabena 

6. Bankers 

The municipality banks primarily with ABSA Bank Limited. 

7. Auditors 

The Auditor General of South Africa will continue in office for the next financial period. 

8. Public Private Partnership 

In accordance with the Public Private Partnership agreement, the Contractor shall open a separate account with a bank registered 
in the Republic of South Africa, for the purpose of administering and separate safekeeping of: 

• moneys deposited as excess surpluses; 

• any foreign exchange rate amounts; 

• any service credits; and 

• any penalties for later service commence mental text. 
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DR JS Moroka Local Municipality 

Annual Financial Statements for the year ended 30 June 201 1 


Statement of Financial Position 


Figures in Rand 

Note(s) 

2011 

2010 

Assets 




Current Assets 




Inventories 

5 

4 264 227 

3 790 423 

Other financial assets 

4 

14 911 957 

19 276 597 

Trade and other receivables from exchange transactions 

6 

4 423 299 

2 628 438 

VAT receivable 

7 

16 379 293 

23 579 232 

Consumer debtors 

8 

7 153 678 

3 042 782 

Cash and cash equivalents 

9 

109 224 056 

38 751 897 



156 356 510 

91 069 369 

Non-Current Assets 




Property, plant and equipment 

2 

1 471 174 617 

1 415 499 535 

Intangible assets 

3 

147 911 

147 911 



1 471 322 528 

1415 647 446 

Total Assets 


1 627 679 038 

1 506 716 615 

Liabilities 




Current Liabilities 




Other financial liabilities 

10 

- 

105 966 

Finance lease obligation 


290 398 

290 398 

Trade and other payables from exchange transactions 

13 

38 360 420 

30 283 040 



38 650 818 

30 679 404 

Non-Current Liabilities 




Other financial liabilities 

10 

3 510 314 

3 967 803 

Unspent conditional grants and receipts 

11 

15 363 305 

- 

Provisions 

12 

9 627 038 

9 447 094 



28 500 657 

13 414 897 

Total Liabilities 


67151 475 

44 094 301 

Net Assets 


1 560 527 563 

1 462 622 514 


Net Assets 
Accumulated surplus 


1 560 527 563 1 462 622 514 





DR JS Moroka Local Municipality 

Annual Financial Statements for the year ended 30 June 201 1 



Statement of Financial Performance 



Figures in Rand 

Note(s) 2011 

2010 

Revenue 

14 316 866 786 

298 109 200 

Other income 

3 697 037 

2316611 

Operating expenses 

(252 859 259) 

(253 232 859) 


Surplus/(defjc(t) for the year 97 905 487 54 291 702 



Operating surplus/(def(C(t} 
investment revenue 
Finance costs 


0 67 704 564 47 192 952 

4 30 242 438 7 235 341 

6 (41 515) (136 591) 
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DR JS Moroka Local Municipality 

Annual Financial Statements for the year ended 30 June 201 1 


Statement of Changes in Net Assets 


Figures in Rand 

Accumulated 

surplus 

Total net 
assets 

Opening balance as previously reported 

Adjustments 

314 1BB 989 

314 188 989 

Change in accounting policy 

1 094 141 823 1 094 141 823 

Balance at 01 July 2009 as restated 

Changes in net assets 

1 408 330 812 1 408 330 812 

Surplus for the year 

54 291 702 

54 291 702 

Total changes 

54 291 702 

54 291 702 

Opening balance as previously reported 

Adjustments 

382 918 732 

382 918 732 

Fundamental errors affecting net assets 

1 073 470 003 1 073 470 003 

Prior year adjustments 

6 233 341 

6 233 341 

Balance at 01 July 2010 as restated 

Changes in net assets 

1 462 622 076 1 462 622 076 

Surplus for the year 

97 905 487 

97 905 487 

Total changes 

97 905 487 

97 905 487 

Balance at 30 June 201 1 

1 560 527 563 1 560 527 563 


Note(s) 
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DR JS Moroka Local Municipality 

Annual Financial Statements for the year ended 30 June 201 1 

Cash Flow Statement 


Figures in Rand 


Note(s) 2011 


Cash flows from operating activities 
Receipts 

Sale of goods and services 
Grants 

Interest income 
Other receipts 


23 870 402 
297 688 353 
30 242 438 
13 475 451 


19544 119 
252 502 038 
7 235 341 
13 757 933 


365 276 644 293 039 431 


Payments 
Employee costs 
Suppliers 
Finance costs 
Other payments 


Undefined difference compared to the cash generated from operations note 
Net cash flows from operating activities 


(80 934 029) (67 727 539) 

(116 322 738) (135 082 444) 
(41 515) (136 591) 

(12 667 807) (10 366 570) 


(209 966 089) (213 313 144) 


4 437 689 
159 748 244 


79 726 287 


Cash flows from investing activities 

Purchase of property, plant and equipment 
Proceeds from sale of property, plant and equipment 
Proceeds from sale of financial assets 
Infrastructure transfer 


(93 982 594) (108 399 254) 

905 326 175 721 

4 364 640 11 152 699 

37 632 910 













DR JS Moroka Local Municipality 

Annual Financial Statements for the year ended 30 June 2011 

Accounting Policies 


1. Presentation of Annual Financial Statements 

The annual finandaf statements have been prepared in accordance with the effective Standards of Generally Recognised 
Accounting Practice (GRAP) including any interpretations, guidelines and directives issued by the Accounting Standards Board. 

These annual financial statements have been prepared on an accrual basis of accounting and are in accordance with historical 
cost convention unless specified otherwise. They are presented in South African Rand. 

A summary of the significant accounting policies, which have been consistently applied, are disclosed below. 

These accounting policies are consistent with the previous period, except for the changes set out in note Changes in 
accounting policy 

1.1 Significant judgements and sources of estimation uncertainty 

In preparing the annual financial statements, management is required to make estimates and assumptions that affect the amounts 
represented in the annual financial statements and related disclosures. Use of available information and the application of 
judgement is Inherent in the formation of estimates. Actual results in the future could differ from these estimates which may be 
material to the annual financial statements. Significant judgements include; 

Trade receivables / Held to maturity investments and/or loans and receivables 

The municipality assesses its trade receivables, held to maturity investments and loans and receivables for impairment at the end 
of each reporting period. In determining whether an impairment loss should be recorded in surplus or deficit, the surplus makes 
judgements as to whether there is observable data indicating a measurable decrease in the estimated future cash flows from a 
financial asset. 

The impairment for trade receivables, held to maturity investrnents and loans and receivables is calculated on a portfolio basis, 
based on historical loss ratios, adjusted for national and industry>specific economic conditions and other indicators present at the 
reporting date that correlate with defaults on the portfolio. These annual loss ratios are applied to loan balances in the portfolio and 
scaled to the estimated loss emergence period. 

Allowance for slow moving, damaged and obsolete stock 

An allowance for stock to write stock down to the lower of cost or net realisable value. Management have made estimates of the 
selling price and direct cost to sell on certain inventory items. The write down is included in the operation surplus note. 

Impairment testing 

The recoverable amounts of cash-generating units and individual assets have been determined based on the higher of value-in- 
use calculations and fair values less costs to sell. These calculations require the use of estimates and assumptions. 

The municipality reviews and tests the carrying value of assets when events or changes in circumstances suggest that the carrying 
amount may not be recoverable. Assets are grouped at the lowest level for which identifiable cash flows are largely independent of 
cash flows of other assets and liabilities. If there are indications that impairment may have occurred, estimates are prepared of 
expected future cash flows for each group of assets. Expected future cash flows used to determine the value in use of tangible 
assets are inherently uncertain and could materially change over time. 

Provisions 

Provisions were raised and management determined an estimate based on the infomiation available. Additional disclosure of 
these estimates of provisions are included in note 12 - Provisions. 

Useful lives of waste and water network and other assets 

The municipality's management detemiines the estimated useful lives and related depreciation charges for the waste water and 
water networks. This estimate is based on industry norm. Management will increase the depreciaflon charge where useful lives are 
less than previously estimated useful lives. 
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DR JS Moroka Local Municipality 

Annual Financial Statements for the year ended 30 June 201 1 

Accounting Policies 


1.1 Significant judgements and sources of estimation uncertainty (continued) 

Post retirement benefits 

The present value of the post retirement obligation depends on a number of factors that are determined on an actuarial basis using 
a number of assumptions. The assumptions used in determining the net cost / (income) include the discount rate. Any changes in 
these assumptions will impact on the carrying amount of post retirement obligations. 

The municipality determines the appropriate discount rate at the end of each year. This is the interest rate that should be used to 
determine the present value of estimated future cash outflows expected to be required to settle the pension obligations. In 
determining the appropriate discount rate, the municipality considers the interest rates of high-quality corporate bonds that are 
denominated in the cumency in which the benefits will be paid, and that have terms to maturity approximating the terms of the 
related pension liability. 

Other key assumptions for pension obligations are based on current market conditions. Additional information is disclosed in Note . 
Effective interest rate 

The municipality used the prime interest rate to discount future cash flows. 

Allowance for doubtful debts 

On debtors an impairment loss is recognised in surplus and deficit when there is objective evidence that it is impaired. The 
impairment is measured as the difference between the debtors carrying amount and the present value of estimated future cash 
flows discounted at the effective interest rate, computed at initial recognition. 

1 .2 Investment property 

Investment property is property (land or a building - or part of a building - or both) held to earn rentals or for capital appreciation or 
both, rather than for: 

• use in the production or supply of goods or services or for 

• administrative purposes, or 

• sale in the ordinary course of operations. 

Owner-occupied property is property held for use in the production or supply of goods or services or for administrative purposes. 

Investment property is recognised as an asset when, and only when, it is probable that the future economic benefits or service 
potential that are associated with the investment property will flow to the enterprise, and the cost or fair value of the investment 
property can be measured reliably. 

Investment property is initially recognised at cost. Transaction costs are included in the initial measurement. 

Where investment property is acquired at no cost or for a nominal cost, its cost is its fair value as at the date of acquisition. 

Costs include costs incurred initially and costs incurred subsequently to add to, or to replace a part of, or service a property. If a 
replacement part is recognised in the carrying amount of the investment property, the carrying amount of the replaced part is 
derecognised. 

Compensation from third parties for investment property that was impaired, lost or given up is recognised in surplus or deficit when 
the compensation becomes receivable. 

The fair value of investment properties has not been reviewed as the municipality have applied the transitional provisions as set 
out in Directive 4. The municipality is in the process of determining the the fair value of all its investment properties. A service 
provider was acquired to assist with the process. 

Transitional provision 

The municipality changed its accounting policy for investment property in 2011. The change in accounting policy is made in 
accordance with its transitional provision as per Directive 4 of the GRAP Reporting Framework. 


According to the transitional provision, the municipality is not required to measure investment property for reporting periods 
beginning on or after a date within three years following the date of initial adoption of the Standard of GRAP on Investment 
property. Investment property has accordingly been recognised at provisional amounts, as disclosed in . The transitional provision 
expires on 30 June 2012. 
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DR JS Moroka Local Municipality 

Annual Finandal Statements for the year ended 30 June 2011 

Accounting Policies 


1.2 Investment property (continued) 

In accordance with the transitional provision as per Directive 4 of the GRAP Reporting Framework, where investment property was 
acquired through a transfer of functions, the municipality is not required to measure that investment property for a period of three 
years from the effective date of the transfer of functions or the effective date of the Standard, whichever is later. The municipality 
acquired a transfer(s) of function in 201 1 and investment property has accordingly been recognised at provisional amounts, as 
disclosed in . 

Until such time as the measurement period expires and investment property is recognised and measured in accordance with the 
requirements of the Standard of GRAP on Investment property, the municipality need not comply with the Standards of GRAP on: 

• Presentation of Financial Statements (GRAP 1). 

• The Effects of Changes in Foreign Exchange Transactions (GRAP 4), 

• Leases (GRAP 13), 

• Segment Reporting (GRAP 18), 

• Non-current Assets Held for Sale and Discontinued Operations (GRAP 100) 

The exemption from applying the measurement requirements of the Standard of GRAP on Investment property Implies that any 
associated presentation and disclosure requirements need not be complied with for investment property not measured in 
accordance with the requirements of the Standard of GRAP on Investment property. 

1.3 Property, plant and equipment 

Property, plant and equipment are tangible non-current assets (including infrastructure assets) that are held for use in the 
production or supply of goods or sen/ices, rental to others, or for administrative purposes, and are expected to be used during 
more than one period. 

The cost of an Item of property, plant and equipment is recognised as an asset when: 

• it is probable that future economic benefits or service potential associated with the item will flow to the 
municipality; and 

• the cost of the item can be measured reliably. 

Property, plant and equipment is initially measured at cost. 

The cost of an item of property, plant and equipment is the purchase price and other costs attributable to bring the asset to the 
location and condition necessary for it to be capable of operating in the manner intended by management. Trade discounts and 
rebates are deducted in arriving at the cost. 

Where an asset is acquired at no cost, or for a nominal cost, its cost is its fair value as at date of acquisition. 

Where an item of property, plant and equipment is acquired in exchange for a non-monetary asset or monetary assets, or a 
combination of monetary and non-monetary assets, the asset acquired is initiafly measured at fair value (the cost). If the acquired 
item's fair value was not determinable, it's deemed cost is the carrying amount of the asset(s) given up. 

When significant components of an item of property, plant and equipment have different useful lives, they are accounted for as 
separate items (major components) of property, plant and equipment. 

Costs include costs incurred initially to acquire or construct an item of property, plant and equipment and costs incurred 
subsequently to add to, replace part of, or service it. if a replacement cost is recognised In the carrying amount of an item of 
property, plant and equipment, the carrying amount of the replaced part is derecognised. 

The initial estimate of the costs of dismantling and removing the item and restoring the site on which it is located is also included In 
the cost of property, plant and equipment, where the entity is obligated to incur such expenditure, and where the obligation arises 
as a result of acquiring the asset or using it for purposes other than the production of inventories. 

Recognition of costs in the carrying amount of an item of property, plant and equipment ceases when the item is in the location 
and condition necessary for it to be capable of operating in the manner intended by management. 

Major spare parts and stand by equipment which are expected to be used for more than one period are included in property, plant 
and equipment. In addition, spare parts and stand by equipment which can only be used in connection with an item of property, 
plant and equipment are accounted for as property, plant and equipment. 

Major inspection costs which are a condition of continuing use of an item of property, plant and equipment and which meet the 
recognition criteria above are included as a replacement in the cost of the item of property, plant and equipment. Any remaining 
inspection costs from the previous inspection are derecognised. 
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Annual Financial Statements for the year ended 30 June 201 1 

Accounting Policies 


1 .3 Property, plant and equipment (continued) 

Property, plant and equipment are depreciated as the municipality have applied the transitional provisions as set out in Directive 4. 
The municipality is in the process of determining the residual values and usefull life of all assets. A service provider was acquired 
to assist with the process. 

Property, plant and equipment is carried at cost less accumulated depreciation and any impairment losses. 

Property, plant and equipment is canted at revalued amount, being the fair value at the date of revaluation (ess any subsequent 
accumulated depreciation and subsequent accumulated impairment losses. Revaluations are made with sufficient regularity such 
that the carrying amount does not differ materiafiy from that which would be determined using fair value at the end of the reporting 
period. 

Any increase in an asset’s carrying amount, as a result of a revaluation, is credited directly to a revaluation surplus. The increase 
is recognised in surplus or deficit to the extent that it reverses a revaluation decrease of the same asset previously recognised in 
surplus or deficit. 

Any decrease in an asset’s carrying amount, as a result of a revaluation, is recognised in surplus or deficit in the current period. 
The decrease is debited in revaluation surplus to the extent of any credit balance existing in the revaluation surplus in respect of 
that asset. 


The useful lives of items of property, plant and equipment have been assessed as follows: 


Item 

Land 

Buildings 

Plant and machinery 
Furniture and fixtures 
Motor vehicles 
Office equipment 
IT equipment 
Computer software 
infrastructure 


Average useful life 

Indifinlte 
1 5 > 25 years 
3- 10 years 

3 - 6 years 
5 years 

4 - 6 years 
3 years 

3 years 
2 -30 years 


Items of property, plant and equipment are derecognised when the asset is disposed of or when there are no further economic 
benefits or service potential expected from the use of the asset. 

The gain or loss arising from the derecognition of an item of property, plant and equipment is included in surplus or deficit when 
the item is derecognised. The gain or loss arising from the derecognition of an item of property, plant and equipment is determined 
as the difference between the net disposal proceeds, if any, and the carrying amount of the item. 

Assets which the municipality holds for rentals to others and subsequently routinely sell as part of the ordinary course of activities, 
are transferred to inventohes when the rentals end and the assets are available-for-sale. These assets are not accounted for as 
non-current assets held for sale. Proceeds from sales of these assets are recognised as revenue. All cash flows on these assets 
are included in cash flows from operating activities in the cash flow statement. 


Transitional provision 

The municipality changed its accounting policy for property, plant and equipment in 2011. The change in accounting policy was 
made in accordance with its transitional provision as per Directive 4 of the GRAP Reporting Framework. 

According to the transitional provision, the municipality is not required to measure property, plant and equipment for reporting 
periods beginning on or after a date within three years following the date of initial adoption of the Standard of GRAP on Property, 
plant and equipment. Property, plant and equipment has accordingly been recognised at provisional amounts, as disclosed In 2. 
The transitional provision expires on 30 June 2012. 

In accordance with the transitional provision as per Directive 4 of the GRAP Reporting Framework, where property, plant and 
equipment was acquired through a transfer of functions, the municipality is not required to measure that property, plant and 
equipment for a period of three years from the effective date of the transfer of functions or the effective date of the Standard, 
whichever is later. The municipality acquired a transfer(s) of function in 201 1 and property, plant and equipment has accordingly 
been recognised at provisional amounts, as disclosed in 2. 

Until such time as the measurement period expires and property, plant and equipment is recognised and measured in accordance 
with the requirements of the Standard of GRAP on Property, plant and equipment, the municipality need not comply with the 
Standards of GRAP on; 

• Presentation of Financial Statements (GRAP 1), 
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Accounting Policies 


1.3 Property, plant and equipment (continued) 

• The Effects of Changes in Foreign Exchange Transactions (GRAP 4), 

• Leases (GRAP 13), 

• Segment Repotting (GRAP 18), 

• Non-current Assets Held for Sale and Discontinued Operations (GRAP 100) 

The exemption from applying the measurement requirements of the Standard of GRAP on Property, plant and equipment implies 
that any associated presentation and disclosure requirements need not be complied with for property, plant and equipment not 
measured in accordance with the requirements of the Standard of GRAP on Property, plant and equipment. 

1.4 Site restoration and dismantling cost 

The municipality has an obligation to dismantle, remove and restore items of property, plant and equipment. Such 
obligations are referred to as 'decommissioning, restoration and similar liabilities'. The cost of an item of property, plant and 
equipment includes the initial estimate of the costs of dismantling and removing the item and restoring the site on which it is 
located, the obligation for which an municipality incurs either when the item is acquired or as a consequence of having used 
the item during a particular period for purposes other than to produce inventories during that period. 

If the related asset is measured using the cost model: 

• subject to (b), changes in the liability are added to, or deducted from, the cost of the related asset in the current 
period; 

• if a decrease in the liability exceeds the carrying amount of the asset, the excess is recognised immediately in 
surplus or deficit; and 

• if the adjustment results in an addition to the cost of an asset, the municipality considers whether this is an 
indication that the new carrying amount of the asset may not be fully recoverable. If It is such an indication, the 
asset is tested for impairment by estimating its recoverable amount, and any impairment loss is recognised in 
surplus or deficit. 

If the related asset is measured using the revaluation model; 

• changes in the liability alter the revaluation surplus or deficit previously recognised on that asset, so that: 

a decrease in the liability (subject to (b)) is credited to other comprehensive income and accumulated in the 
revaluation surplus in equity, except that it is recognised in surplus or deficit to the extent that it reverses a 
revaluation deficit on the asset that was previously recognised in surplus or deficit 

an increase in the liability is recognised in surplus or deficit, except that it is debited to other comprehensive 
income as a decrease to the revaluation surplus to the extent of any credit balance existing in the revaluation 
surplus in respect of that asset. 

• in the event that a decrease in the liability exceeds the carrying amount that would have been recognised had the 
asset been earned under the cost model, the excess is recognised immediately in surplus or deficit; and 

• a change in the liability is an indication that the asset may have to be revalued in order to ensure that the 
carrying amount does not differ materially from that which would be determined using fair value at the end of the 
reporting period. Any such revaluation is taken into account in determining the amounts to be taken to surplus or 
deficit and to other comprehensive income under (a). If a revaluation is necessary, all assets of that dass are 
revalued. 

1.5 Leases 

A lease is classified as a finance lease if it transfers substantially all the risks and rewards incidental to ownership. A lease is 
classified as an operating lease if it does not transfer substantially all the risks and rewards incidental to ownership. 

Finance leases - lessee 

Finance leases are recognised as assets and liabilities in the statement of financial position at amounts equal to the fair value of 
the leased property or, if lower, the present value of the minimum lease payments. The corresponding liability to the lessor is 
induded in the statement of financial position as a finance lease obligation. 

The discount rate used in calculating the present value of the minimum lease payments is the interest rate implicit in the lease. 

Minimum lease payments are apportioned between the finance charge and reduction of the outstanding liability. The finance 
charge is allocated to each period during the lease term so as to produce a constant periodic rate of on the remaining balance of 
the liability. 

Any contingent rents are expensed in the period in whidi they are incurred. 

Operating leases • lessor 

Operating lease revenue is recognised as revenue on a straight-line basis over the lease term. 
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1.5 Leases (continued) 

Initial direct costs incurred in negotiating and arranging operating leases are added to the carrying amount of the leased asset and 
recognised as an expense over the lease term on the same basis as the lease revenue. 

The aggregate cost of incentives is recognised as a reduction of rental revenue over the lease term on a straight-line basis. 

The aggregate benefit of incentives is recognised as a reduction of rental expense over the lease term on a straight-line basis. 
Income for leases is disclosed under revenue in statement of financial performance. 

Operating leases * lessee 

Operating lease payments are recognised as an expense on a straight-line basis over the lease term. The difference between the 
amounts recognised as an expense and the contractual payments are recognised as an operating lease asset or liability. 

1.6 Inventories 

Inventories are initially measured at cost except where inventories are acquired at no cost, or for nominal consideration, then their 
costs are their fair value as at the date of acquisition. 

Subsequently inventories are measured at the lower of cost and net realisable value. 

Inventories are measured at the lower of cost and current replacement cost where they are held for; 

• distribution at no charge or for a nominal charge; or 
. • consumption in the production process of goods to be distributed at no charge or for a nominal charge. 

Net realisable value is the estimated selling price in the ordinary course of operations less the estimated costs of completion and 
the estimated costs necessary to make the sale, exchange or distribution. 

Current replacement cost is the cost the municipality incurs to acquire the asset on the reporting date. 

The cost of inventories comprises of all costs of purchase, costs of conversion and other costs incurred in bringing the inventories 
to their present location and condition. 

The cost of inventories of items that are not ordinarily interchangeable and goods or services produced and segregated for specifrc 
projects is assigned using specific identification of the individual costs. 

The cost of inventories is assigned using the weighted average cost formula. The same cost formula is used for all inventories 
having a similar nature and use to the municipality. 

When inventories are sold, the carrying amounts of those inventories are recognised as an expense in the period in which the 
related revenue is recognised. If there is no related revenue, the expenses are recognised when the goods are distributed, or 
related services are rendered. The amount of any write-down of inventories to net realisable value and all losses of inventories are 
recognised as an expense in the period the write-down or loss occurs. The amount of any reversal of any write-down of 
inventories, arising from an increase In net realisable value, are recognised as a reduction in the amount of inventories recognised 
as an expense in the period in which the reversal occurs. 

Transitional provision 

The municipality changed its accounting policy for inventories in 201 1 . The change in accounting policy was made in accordance 
with its transitional provision as per Directive 4 of the GRAP Reporting Framework. 

According to the transitional provision, the municipality is not required to measure inventories for reporting periods beginning on or 
after a date within three years following the date of initial adoption of the Standard of GRAP on Inventories. Inventories has 
accordingly been recognised at provisional amounts, as disclosed in 5. The transitional provision expires on 30 June 2012. 

In accordance with the transitional provision as per Directive 4 of the GRAP Reporting Framework, where inventories was acquired 
through a transfer of functions, the municipality is not required to measure that inventories for a period of three years from the 
effective date of the transfer of functions or the effective date of the Standard, whicheveris later. The municipality acquired a 
transfer(s) of function in 201 1 and inventories has accordingly been recognised at provisional amounts, as disclosed in 5. 

Until such time as the measurement period expires and inventories is recognised and measured in accordance with the 
requirements of the Standard of GRAP on Intangible assets, the municipality need not comply with the Standards of GRAP on: 

• Presentation of Financial Statements (GRAP 1), 

• The Effects of Changes in Foreign Exchange Transactions (GRAP 4), 
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1.6 Inventories (continued) 

• Leases (GRAP 13), 

• Segment Reporting (GRAP 18), 

• Non-current Assets Held for Sale and Discontinued Operations (GRAP 100) 

The exemption from applying the measurement requirements of the Standard of GRAP on Inventories implies that any associated 
presentation and disclosure requirements need not be complied with for inventories not measured in accordance with the 
requirements of the Standard of GRAP on Inventories. 

1.7 Impairment of cash-generating assets 

Cash-generating assets are those assets held by the municipality with the primary objective of generating a commercial return. 
When an asset is deployed in a manner consistent with that adopted by a profit-orientated entity, it generates a commercial return. 

Impairment is a loss in the future economic benefits or service potential of an asset, over and above the systematic recognition of 
the loss of the asset’s future economic benefits or service potential through depreciation / (amortisation). 

Carrying amount is the amount at which an asset is recognised in the statement of financial position after deducting any 
accumulated depreciation and accumulated impairment losses thereon. 

A cash-generating unit is the smallest identifiable group of assets held with the primary objective of generating a commercial return 
that generates cash inflows from continuing use that are largely independent of the cash inflows from other assets or groups of 
assets. 

Costs of disposal are incremental costs directly attributable to the disposal of an asset, excluding finance costs and income tax 
expense. 

Depreciation / (Amortisation) is the systematic allocation of the depreciable amount of an asset over its useful life. 

Fair value less costs to sell is the amount obtainable from the sale of an asset in an arm’s length transaction between 
knowledgeable, willing parties, less the costs of disposal. 

Recoverable amount of an asset or a cash-generating unit is the higher its fair value less costs to sell and its value in use. 

Useful life Is either; 

• (a) the period of time over which an asset is expected to be used by the municipality; or 

• (b) the number of production or similar units expected to be obtained from the asset by the municipality. 

Identification 

When the carrying amount of a cash-generating asset exceeds its recoverable amount, it is impaired. 

The municipality assesses at each reporting date whether there is any indication that a cash-generating asset may be Impaired. If 
any such indication exists, the municipality estimates the recoverable amount of the asset. 

Irrespective of whether there is any indication of impairment, the municipality also test a cash-generating intangible asset with an 
indefinite useful life or a cash-generating intangible asset not yet available for use for impairment annually by comparing its 
carrying amount with its recoverable amount. This impairment test is performed at the same time every year. If an Intangible asset 
was initially recognised during the current reporting period, that intangible asset was tested for impairment before the end of the 
current reporting period. 

Value in use 

Value in use of a cash-generating asset is the present value of the estimated future cash flows expected to be derived from the 
continuing use of an asset and from its disposal at the end of its useful life. 

When estimating the value in use of an asset, the municipality estimates the future cash inflows and outflows to be derived from 
continuing use of the asset and from its ultimate disposal and the municipality applies the appropriate discount rate to those future 
cash flows. 

Recognition and measurement (individual asset) 

If the recoverable amount of a cash-generating asset is less than its carrying amount, the carrying amount of the asset is reduced 
to its recoverable amount. This reduction is an impairment loss. 

An impairment loss is recognised immediately in surplus or deficit. 
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1.7 (mpairment of cash-generating assets (continued) 

Any impairment loss of a revalued cash-generating asset is treated as a revaluation decrease. 

When the amount estimated for an impairment loss is greater than the carrying amount of the cash-generating asset to which it 
relates, the municipality recognises a liability only to the extent that is a requirement in the Standard of GRAP. 

After the recognition of an impairment loss, the depreciation (amortisation) charge for the cash-generating asset is adjusted in 
future periods to allocate the cash-generating asset's revised carrying amount, less its residual value (if any), on a systematic 
basis over its remaining useful life. 

Reversal of impairment loss 

The municipality assess at each reporting date whether there is any indication that an impairment loss recognised in prior periods 
for a cash-generating asset may no longer exist or may have decreased. If any such indication exists, the entity estimates the 
recoverable amount of that asset. 

An impairment loss recognised in prior periods for a cash-generating asset is reversed if there has been a change in the estimates 
used to determine the asset’s recoverable amount since the last impairment loss was recognised. The carrying amount of the 
asset is increased to its recoverable amount. The increase is a reversal of an impairment loss. The increased carrying amount of 
an asset attributable to a reversal of an impairment loss does not exceed the carrying amount that would have been determined 
(net of depreciation or amortisation) had no impairment loss been recognised for the asset In prior periods. 

A reversal of an impairment loss for a cash-generating asset is recognised immediately in surplus or deficit. 

Any reversal of an impairment loss of a revalued cash-generating asset is treated as a revaluation increase. 

After a reversal of an impairment loss is recognised, the depreciation (amortisation) charge for the cash-generating asset is 
adjusted in future periods to allocate the cash-generating asset’s revised carrying amount, less its residual value (if any), on a 
systematic basis over its remaining useful life. 

A reversal of an impairment loss for a cash-generating unit is allocated to the cash-generating assets of the unit pro rata with the 
carrying amounts of those assets. These increases in carrying amounts are treated as reversals of impairment losses for individual 
assets. No part of the amount of such a reversal is allocated to a non-cash-generating asset contributing service potential to a 
cash-generating unit. 

In allocating a reversal of an impairment loss for a cash-generating unit, the carrying amount of an asset is not increased above 
the lower of: 

• its recoverable amount (if determinable); and 

• the carrying amount that would have been determined (net of amortisation or depreciation) had no impairment loss been 
recognised for the asset in prior periods. 

The amount of the reversal of the impairment toss that would otherwise have been allocated to the asset is allocated pro rata to the 
other assets of the unit. 

1 .8 Impairment of non-cash-generating assets 

Cash-generating assets are those assets held by the municipality with the primary objective of generating a commercial return. 
When an asset is deployed in a manner consistent with that adopted by a profit-orientated entity, it generates a commercial return. 

Non-cash-generating assets are assets other than cash-generating assets. 

Impairment is a loss in the future economic benefits or service potential of an asset, over and above the systematic recognition of 
the loss of the asset’s future economic benefits or service potential through depreciation / (amortisation). 

Carrying amount is the amount at which an asset is recognised in the statement of financial position after deducting any 
accumulated depreciation and accumulated impairment losses thereon. 

A cash-generating unit is the smallest identifiable group of assets held with the primary objective of generating a commercial return 
that generates cash inflows from continuing use that are largely independent of the cash inflows from other assets or groups of 
assets. 

Costs of disposal are incremental costs directly attributable to the disposal of an asset, excluding finance costs and income tax 
expense. 

Depreciation / (Amortisation) is the systematic allocation of the depreciable amount of an asset over its useful life. 
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Fair value less costs to sell is the amount obtainable from the sale of an asset in an arm's length transaction between 
knowledgeable, willing parties, less the costs of disposal. 

Recoverable service amount is the higher of a non-cash-generating asset’s fair value less costs to sell and its value in use. 

Useful life is either: 

* (a) the period of time over which an asset is expected to be used by the municipality; or 

• (b) the number of production or similar units expected to be obtained from the asset by the municipality. 

Identification 

When the carrying amount of a non-cash-generating asset exceeds its recoverable service amount, it is impaired. 

The municipality assesses at each reporting date whether there is any indication that a non-cash-generating asset may be 
impaired. If any such indication exists, the municipality estimates the recoverable service amount of the asset. 

Irrespective of whether there is any indication of impaimient, the entity also test a non-cash-generating intangible asset with an 
inde^nite useful life or a non-cash-generating intangible asset not yet available for use for impairment annually by comparing its 
carrying amount with its recoverable service amount. This impairment test is performed at the same time every year. If an 
intangible asset was initially recognised during the current reporting period, that intangible asset was tested for impairment before 
the end of the current reporting period. 

Value in use 

Value in use of an asset is the present value of the asset’s remaining service potential. 

The present value of the remaining service potential of an asset is determined using the following approach: 
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Depreciated replacement cost approach 

The present value of the remaining service potential of a non-cash-generating asset is determined as the depreciated replacement 
cost of the asset. The replacement cost of an asset is the cost to replace the asset’s gross service potential. This cost is 
depreciated to reflect the asset in its used condition. An asset may be replaced either through reproduction / (replication) of the 
existing asset or through replacement of its gross service potential. The depreciated replacement cost is measured as the 
reproduction or replacement cost of the asset, whichever is lower, less accumulated depreciation calculated on the basis of such 
cost, to reflect the already consumed or expired service potential of the asset. 

The replacement cost and reproduction cost of an asset is determined on an “optimised” basis. The rationale is that the 
municipality would not replace or reproduce the asset with a like asset if the asset to be replaced or reproduced is an 
overdesigned or overcapacity asset. Overdesigned assets contain features which are unnecessary for the goods or services the 
asset provides. Overcapacity assets are assets that have a greater capacity than is necessary to meet the demand for goods or 
services the asset provides. The determination of the replacement cost or reproduction cost of an asset on an optimised basis thus 
reflects the service potential required of the asset. 

Restoration cost approach 

Restoration cost is the cost of restoring the service potential of a cash-generating asset to its pre-impaired level. The present value 
of the remaining service potential of the asset is determined by subtracting the estimated restoration cost of the asset from the 
current cost of replacing the remaining service potential of the asset before impairment. The latter cost is determined as the 
depreciated reproduction or replacement cost of the asset, whichever is lower. 

Service units approach 

The present value of the remaining service potential of the asset is determined by reducing the current cost of the remaining 
service potential of the asset before impairment, to conform to the reduced number of service units expected from the asset in its 
impaired state. The current cost of replacing the remaining service potential of the asset before impairment is determined as the 
depreciated reproduction or replacement cost of the asset before impairment, whichever is lower. 

Recognition and measurement 

If the recoverable service amount of a non-cash-generating asset is less than its carrying amount, the carrying amount of the asset 
is reduced to its recoverable service amount. This reduction is an impairment loss. 

An impairment loss is recognised immediately in surplus or deficit. 

Any impairment loss of a revalued non-cash-generating asset is treated as a revaluation decrease. 

When the amount estimated for an impairment loss is greater than the carrying amount of the non-cash-generating asset to which 
it relates, the municipality recognises a liability only to the extent that is a requirement in the Standards of GRAP. 

After the recognition of an impairment loss, the depreciation / (amortisation) charge for the non-cash-generating asset Is adjusted 
in future periods to allocate the non-cash-generating asset’s revised carrying amount, less its residual value (if any), on a 
systematic basis over its remaining useful life. 

Reversal of an impairment loss 

The municipality assess at each reporting date whether there is any indication that an impairment loss recognised in prior periods 
for a non-cash-generating asset may no longer exist or may have decreased. If any such indication exists, the munidpality 
estimates the recoverable service amount of that asset. 

An impairment loss recognised in prior periods for a non-cash-generating asset is reversed if there has been a change in the 
estimates used to determine the asset’s recoverable service amount since the last impairment loss was recognised. The carrying 
amount of the asset is increased to its recoverable service amount. The increase is a reversal of an impairment loss. The 
increased carrying amount of an asset attributable to a reversal of an impairment loss does not exceed the carrying amount that 
would have been determined (net of depreciation or amortisation) had no impairment loss been recognised for the asset in prior 
periods. 

A reversal of an impairment loss for a non-cash-generating asset is recognised immediately in surplus or deficit. 

Any reversal of an impairment loss of a revalued non-cash-generating asset is treated as a revaluation increase. 

After a reversal of an impairment loss is recognised, the depreciation / (amortisation) charge for the non-cash-generating asset is 
adjusted in future periods to allocate the non-cash-generating asset’s revised carrying amount, less its residual value (if any), on a 
systematic basis over its remaining useful life. 
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1.9 Share capital / contributed capital 

An equity instrument is any contract that evidences a residual interest in the assets of an municipality after deducting all of its 
liabilities. 

1.10 Employee benefits 
Short-term employee benefits 

The cost of short-term employee benefits, (those payable within 12 months after the service is rendered, such as paid vacation 
leave and sick leave, bonuses, and non-monetary benefits such as medical care), are recognised in the period in which the service 
is rendered and are not discounted. 

The expected cost of compensated absences is recognised as an expense as the employees render services that increase their 
entitlement or, in the case of non-accumulating absences, when the absence occurs. 

The expected cost of surplus sharing and bonus payments is recognised as an expense when there is a legal or constructive 
obligation to make such payments as a result of past performance. 

Defined benefit plans 

For defined benefit plans the cost of providing the benefits is determined using the projected credit method. 

Actuarial valuations are conducted on an annual basis by independent actuaries separately for each plan. 

Consideration is given to any event that could impact the funds up to end of the reporting period where the interim valuation Is 
performed at an earlier date. 

Past service costs are recognised immediately to the extent that the benefits are already vested, and are othenvise amortised on a 
straight line basis over the average period until the amended benefits become vested. 

To the extent that, at the beginning of the financial period, any cumulative unrecognised actuarial gain or loss exceeds ten percent 
of the greater of the present value of the projected benefit obligation and the fair value of the plan assets (the corridor), that portion 
is recognised in surplus or deficit over the expected average remaining service lives of participating employees. Actuarial gains or 
losses within the corridor are not recognised. 

Gains or losses on the curtailment or settlement of a defined benefit plan is recognised when the entity is demonstrably committed 
to curtailment or settlement. 

When it is virtually certain that another party will reimburse some or all of the expenditure required to settle a defined benefit 
obligation, the right to reimbursement is recognised as a separate asset. The asset is measured at fair value. In all other respects, 
the asset is treated in the same way as plan assets. In surplus or deficit, the expense relating to a defined benefit plan is presented 
as the net of the amount recognised for a reimbursement. 

The amount recognised in the statement of financial position represents the present value of the defined benefit obligation as 
adjusted for unrecognised actuarial gains and losses and unrecognised past service costs, and reduces by the fair value of plan 
assets. 

Any asset is limited to unrecognised actuahal losses and past service costs, plus the present value of available refunds and 
reduction in future contributions to the plan. 

1.11 Provisions and contingencies 

Provisions are recognised when: 

• the municipality has a present obligation as a result of a past event; 

• it is probable that an outflow of resources embodying economic benefits or service potential will be required to 
settle the obligation; and 

• a reliable estimate can be made of the obligation. 

The amount of a provision is the best estimate of the expenditure expected to be required to settle the present obligation at the 
reporting date. 

Where the effect of time value of money is material, the amount of a provision is the present value of the expenditures expected to 
be required to settle the obligation. 
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1.11 Provisions and contingencies (continued) 

The discount rate is a pre-tax rate that reflects current market assessments of the time value of money and the risks specific to the 
liability. 

Where some or all of the expenditure required to settle a provision is expected to be reimbursed by another party, the 
reimbursement is recognised when, and only when, it Is virtually certain that reimbursement will be received if the municipality 
settles the obligation. The reimbursement is treated as a separate asset. The amount recognised for the reimbursement does not 
exceed the amount of the provision. 

Provisions are reviewed at each reporting date and adjusted to reflect the current best estimate. Provisions are reversed if it is no 
longer probable that an outflow of resources embodying economic benefits or service potential will be required, to settle the 
obligation. 

Where discounting is used, the carrying amount of a provision increases in each period to reflect the passage of time. This 
increase is recognised as an interest expense. 

A provision is used only for expenditures for which the provision was originally recognised. 

Provisions are not recognised for future operating deficits. 

If an entity has a contract that is onerous, the present obligation (net of recoveries) under the contract is recognised and measured 
as a provision. 

A constructive obligation to restructure arises only when an entity: 

• has a detailed formal plan for the restructuring, identifying at least; 

• the activity/operating unit or part of a activity/operating unit concerned; 

• the prindpal locations affected; 

• the location, function, and approximate number of employees who will be compensated for services being 
terminated; 

• the expenditures that will be undertaken; and 
when the plan will be implemented; and 

• has raised a valid expectation in those affected that it will carry out the restructuring by starting to implement that 
plan or announcing, its main features to those affected by it. 

A restructuring provision includes only the direct expenditures arising from the restructuring, which are those that are both: 

• necessarily entailed by the restructuring; and 

• not associated with the ongoing activities of the municipality 

No obligation arises as a consequence of the sale or transfer of an operation until the municipality is committed to the sale 
or transfer, that is, there is a binding agreement. 

After their initial recognition contingent liabilities recognised in business combinations that are recognised separately are 
subsequently measured at the higher of: 

• the amount that would be recognised as a provision; and 

■ the amount initially recognised less cumulative amortisation. 

Contingent assets and contingent liabilities are not recognised. Contingencies are disclosed in note 30. 

Decommissioning, restoration and similar liability 

Changes in the measurement of an existing decommissioning, restoration and similar liability that result from changes in the 
estimated timing or amount of the outflow of resources embodying economic benefits or service potential required to settle the 
obligation, or a change in the discount rate, is accounted for as follows; 

If the related asset is measured using the cost model: 

• changes in the liability is added to, or deducted from, the cost of the related asset in the current period. 

• the amount deducted from the cost of the asset does not exceed its carrying amount. If a decrease in the liability 
exceeds the carrying amount of the asset, the excess is recognised immediately in surplus or deficit. 

• if the adjustment results in an addition to the cost of an asset, the entity consider whether this is an indication that the 
new carrying amount of the asset may not be fully recoverable. If there is such an indication, the entity test the asset for 
impairment by estimating its recoverable amount, and account for any impairment loss, in accordance with the 
amounting policy on impairment of assets as described in accounting policy 1.7 and 1.8. 

If the related asset is measured using the revaluation model; 
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1.11 Provisions and contingencies (continued) 

• changes in the liability alter the revaluation surplus or deficit previously recognised on that asset, so that; 

a decrease in the liability is credited directly to revaluation surplus in net assets, except that it is recognised in 
surplus or deficit to the extent that it reverses a revaluation deficit on the asset that was previously recognised in surplus 
or deficit; and 

an increase in the liability is recognised in surplus or deficit, except that it is debited directly to revaluation surplus 
in net assets to the extent of any credit balance existing In the revaluation surplus in respect of that asset; 

• in the event that a decrease in the liability exceeds the carrying amount that would have been recognised had the asset 
been carried under the cost model, the excess is recognised immediately in surplus or deficit; 

• a change in the liability is an indication that the asset may have to be revalued in order to ensure that the carrying 
amount does not differ materially from that which would be determined using fair value at the reporting date. Any such 
revaluation is taken into account in determining the amounts to be taken to surplus or deficit and net assets. If a 
revaluation is necessary, all assets of that class is revalued; and 

• the Standard of GRAP on Presentation of Financial Statements requires disclosure on the face of the statement of 
changes in net assets of each item of revenue or expense that is recognised directly in net assets, in complying with 
this requirement, the change in the revaluation surplus arising from a change in the liability is separately identified and 
disclosed as such. 

The adjusted depreciable amount of the asset is depreciated over its useful life. Therefore, once the related asset has reached the 
end of its useful life, all subsequent changes in the liability is recognised in surplus or deficit as they occur. This applies under both 
the cost model and the revaluation model. 

The periodic unwinding of the discount is recognised in surplus or deficit as a finance cost as it occurs. 

Transitional provision 

The municipality changed its accounting policy for provisions, contingent liabilities and contingent assets in 2011. The change in 
accounting policy is made in accordance with its transitional provision as per Directive 4 of the GRAP Reporting Framework. 

In accordance with the transitional provision as per Directive 4 of the GRAP Reporting Framework, where provisions, contingent 
liabilities and contingent assets was acquired through a transfer of functions, the municipality is not required to measure that 
provisions, contingent liabilities and contingent assets for a period of three years from the effective date of the transfer of functions 
or the effective date of the Standard, whichever is later. The municipality acquired a transfer(s) of function in 201 1 and provisions, 
contingent liabilities and contingent assets has accordingly been recognised at provisional amounts, as disclosed in 12. 

Until such time as the measurement period expires and provisions, contingent liabilities and contingent assets Is recognised and 
measured in accordance with the requirements of the Standard of GRAP on Provisions, contingent liabilities and contingent 
assets, the municipality need not comply with the Standards of GRAP on: 

• Presentation of Financial Statements (GRAP 1), 

• The Effects of Changes in Foreign Exchange Transactions (GRAP 4), 

• Leases (GRAP 13), 

• Segment Reporting (GRAP 18), 

• Non-current Assets Held for Sale and Discontinued Operations (GRAP 100) 

The exemption from applying the measurement requirements of the Standard of GRAP on Provisions, contingent liabilities and 
contingent assets implies that any associated presentation and disclosure requirements need not be complied with for provisions, 
contingent liabilities and contingent assets not measured in accordance with the requirements of the Standard of GRAP on 
Provisions, contingent liabilities and contingent assets. 

1.12 Revenue from exchange transactions 

Revenue is the gross inflow of economic benefits or service potential during the reporting period when those inflows result in an 
increase in net assets, other than increases relating to contributions from owners. 

An exchange transaction is one in which the municipality receives assets or services, or has liabilities extinguished, and directly 
gives approximately equal value (primarily in the form of goods, services or use of assets) to the other party in exchange. 

Fair value is the amount for which an asset could be exchanged, or a liability settled, between knowledgeable, willing parties In an 
arm’s length transaction. 

Measurement 

Revenue is measured at the fair value of the consideration received or receivable, net of trade discounts and volume rebates. 
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1.12 Revenue from exchange transactions (continued) 

Sale of goods 

Revenue from the sale of goods is recognised when all the following conditions have been satisfied: 

• the municipality has transferred to the purchaser the significant risks and rewards of ownership of the goods; 

• the municipality retains neither continuing managerial involvement to the degree usually associated with 
ownership nor effective control over the goods sold; 

• the amount of revenue can be measured reliably; 

• it is probable that the economic benefits or service potential associated with the transaction will flow to the 
municipality; and 

• the costs incurred or to be incurred in respect of the transaction can be measured reliably. 

Rendering of services 

When the outcome of a transaction involving the rendering of services can be estimated reliably, revenue associated with 
the transaction is recognised by reference to the stage of completion of the transaction at the reporting date. The outcome 
of a transaction can be estimated reliably when all the following conditions are satisfied; 

• the amount of revenue can be measured reliably; 

• it is probable that the economic benefits or service potential associated with the transaction will flow to the 
munidpality; 

• the stage of completion of the transaction at the reporting date can be measured reliably; and 

• the costs incurred for the transaction and the costs to complete the transaction can be measured reliably. 

When services are performed by an indeterminate number of acts over a specified time frame, revenue is recognised on a straight 
line basis over the specified time frame unless there is evidence that some other method better represents the stage of 
completion. When a specific act is much more significant than any other acts, the recognition of revenue is postponed until the 
significant act is executed. 

When the outcome of the transaction involving the rendering of services cannot be estimated reliably, revenue is recognised only 
to the extent of the expenses recognised that are recoverable. 

Service revenue is recognised by reference to the stage of completion of the transaction at the reporting date. Stage of completion 
is determined by the proportion that costs incurred to date bear to the total estimated costs of the transaction. 

Interest, royalties and dividends 

Revenue arising from the use by others of entity assets yielding interest, royalties and dividends is recognised when: 

• It is probable that the economic benefits or service potential associated with the transaction will flow to the municipality, 
and 

• The amount of the revenue can be measured reliably. 

Interest is recognised, in surplus or deficit, using the effective interest rate method. 

Service fees included in the price of the product are recognised as revenue over the period during which the service is performed. 
1.13 Revenue from non-exchange transactions 

Non-exchange transactions are defined as transactions where the entity receives value from another entity without directly giving 
approximately equal value in exchange. 

Revenue is the gross inflow of economic benefits or service potential during the reporting period when those inflows result in an 
increase in net assets, other than increases relating to contributions from owners. 

Fair value is the amount for which an asset could be exchanged, or a liability settled, between knowledgeable, willing parties in an 
arm’s length transaction. 

Measurement 

Revenue is measured at the fair value of the consideration received or receivable, net of trade discounts and volume rebates. 
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Rates, including collection charges and penalties interest 

Revenue from rates, including collection charges and penalty interest, is recognised when: 

• it is probable that the economic benefits or service potential associated with the transaction will flow to the municipality: 

• the amount of the revenue can be measured reliably; and 

• there has been compliance with the relevant legal requirements. 

Changes to property values during a reporting period are valued by a suitably qualified valuator and adjustments are made to rates 
revenue, based on a time proportion basis. Adjustments to rates revenue already recognised are processed or additional rates 
revenue is recognised. 

Fines 

Revenue from the issuing of fines is recognised when: 

• it is probable that the economic benefits or service potential associated with the transaction will flow to the municipality; 
and 

• the amount of the revenue can be measured reliably. 

The municipality has two types of fines: spot fines and summonses. There is uncertainty regarding the probability of the flow of 
economic benefits or service potential in respect of spot fines as these fines are usually not given directly to an offender. Further 
legal processes have to be undertaken before the spot fine is enforceable. In respect of summonses the public prosecutor can 
decide whether to waive the fine, reduce it or prosecute for non-payment by the offender. An estimate is made for the revenue 
amount collected from spot fines and summonses based on past experience of amounts collected. Where a reliable estimate 
cannot be made of revenue from summonses, the revenue from summonses is recognised when the public prosecutor pays over 
to the entity the cash actually collected on summonses issued. 

Levies 

Levies are recognised as revenue when: 

• it is probable that the economic benefits or service potential associated with the transaction will flow to the municipality; 
and 

• the amount of the revenue can be measured reliably. 

Levies are based on declarations completed by levy payers. The estimate of levies revenue when a levy payer has not submitted a 
declaration are based on the following factors; 

• the extent and success of procedures to investigate the non-submission of a declaration by defaulting levy payers; 

• internal records maintained of historical comparisons of estimated levies with actual levies received from individual levy 
payers; 

• historical information on declarations previously submitted by defaulting levy payers; and 

• the accuracy of the database of levy payers as well as the frequency by which it is updated for changes. 

Changes to estimates made when more reliable information becomes available are processed as an adjustment to levies revenue. 
Government grants 

Government grants are recognised as revenue when; 

• it is probable that the economic benefits or service potential associated with the transaction will flow to the municipality, 

• the amount of the revenue can be measured reliably, and 

• to the extent that there has been compliance with any restrictions associated with the grant. 

The municipality assesses the degree of certainty attached to the flow of future economic benefits or service potential on the basis 
of the available evidence. Certain grants payable by one level of government to another are subject to the availability of funds. 
Revenue from these grants is only recognised when it is probable that the economic benefits or service potential associated with 
the transaction will flow to the entity. An announcement at the beginning of a financial year that grants may be available for 
qualifying entities in accordance with an agreed programme may not be sufficient evidence of the probability of the flow. Revenue 
is then only recognised once evidence of the probability of the flow becomes available. 

Restrictions on government grants may result in such revenue being recognised on a time proportion basis. Where there is no 
restriction on the period, such revenue is recognised on receipt or when the Act becomes effective, which-ever is earlier. 

When government remit grants on a re-imbursement basis, revenue is recognised when the qualifying expense has been incurred 
and to the extent that any other restrictions have been complied with. 

Other grants and donations 

Other grants and donations are recognised as revenue when; 
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• it is probable that the economic benefits or service potential associated with the transaction will flow to the municipality: 

• the amount of the revenue can be measured reliably: and 

• to the extent that there has been compliance with any restrictions associated with the grant. 


If goods in-kind are received without conditions attached, revenue is recognised immediately. If conditions are attached, a liability 
is recognised, which is reduced and revenue recognised as the conditions are satisfied. 

1.14 Turnover 

Turnover comprises of sales to customers and service rendered to customers. Turnover is stated at the invoice amount and is 
exclusive of value added taxation. 

1.15 Investment income 

Investment income is recognised on a time-proportion basis using the effective interest method. 

1.16 Borrowing costs 

It is inappropriate to capitalise borrowing costs when, and only when, there is clear evidence that it is difficult to link the 
borrowing requirements of an entity directly to the nature of the expenditure to be funded i.e. capital or current. 

Borrowing costs are recognised as an expense in the period in which they are incurred. 

1.17 Comparative figures 

Where necessary, comparative figures have been reclassified to conform to changes in presentation in the current year. 

1.18 Unauthorised expenditure 

Unauthorised expenditure means: 

• overspending of a vote or a main division within a vote; and 

• expenditure not in accordance with the purpose of a vote or, in the case of a main division, not in accordance with the 
purpose of the main division. 

All expenditure relating to unauthorised expenditure is recognised as an expense in the statement of financial performance in the 
year that the expenditure was incurred. The expenditure is classified in accordance with the nature of the expense, and where 
recovered, it Is subsequently accounted for as revenue in the statement of financial performance. 

1.19 Fruitless and wasteful expenditure 

Fruitless expenditure means expenditure which was made in vain and would have been avoided had reasonable care been 
exercised. 

All expenditure relating to fruitless and wasteful expenditure is recognised as an expense in the statement of financial performance 
in the year that the expenditure was incurred. The expenditure is classified in accordance with the nature of the expense, and 
where recovered, it is subsequently accounted for as revenue in the statement of financial performance. 
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1.20 Irregular expenditure 

Irregular expenditure as defined in section 1 of the MFMA is: 

(a) expenditure incurred by a municipality or municipal entity in contravention of, or that is not in accordance with, a 
requirement of this Act. and which has not been condoned in terms of section 170; 

(b) expenditure incurred by a municipality or municipal entity in contravention of, or that is not in accordance with, a 
requirement of the Municipal Systems Act, and which has not been condoned in terms of that Act; 

(c) expenditure incurred by a municipality in contravention of, or that is not in accordance with, a requirement of the 
Public Office-Bearers Act, 1998 (Act No. 20 of 1998); or 

(d) expenditure incurred by a municipality or municipal entity in contravention of, or that is not in accordance with, a 

requirement of the supply chain management policy of the municipality or entity or any of the municipality’s by- laws 

giving effect to such policy, and which has not been condoned in terms of such policy or by-law, 

but excludes expenditure by a municipality which falls within the definition of “unauthorised expenditure”. 

Irregular expenditure that was incurred and identified during the current financial and which was condoned before year end and/or 
before finalisation of the financial statements must also be recorded appropriately in the irregular expenditure register. In such an 
instance, no further action is also required with the exception of updating the note to the financial statements. 


Irregular expenditure that was incumed and identified during the current financial year and for which condonement is being awaited 
at year end must be recorded in the irregular expenditure register. No further action is required with the exception of updating the 
note to the financial statements. 

Where irregular expenditure was incurred in the previous financial year and is only condoned in the following financial year, the 
register and the disclosure note to the financial statements must be updated with the amount condoned. 

Irregular expenditure that was incurred and identified during the cument financial year and which was not condoned by the National 
T reasury or the relevant authority must be recorded appropriately in the irregular expenditure register. If liability for 95the imegular 
expenditure can be attributed to a person, a debt account must be created if such a person is liable in law. Immediate steps must 
thereafter be taken to recover the amount from the person concerned. If recovery is not possible, the accounting officer or 
accounting authority may write off the amount as debt impairment and disclose such in the relevant note to the financial 
statements. The irregular expenditure register must also be updated accordingly. If the irregular expenditure has not been 
condoned and no person is liable in law, the expenditure related thereto must remain against the relevant programme/expenditure 
item, be disclosed as such in the note to the financial statements and updated accordingly in the irregular expenditure register. 

1.21 Use of estimates 

The preparation of annual financial statements in conformity with Standards of GRAP requires the use of certain critical acxxsunting 
estimates. It also requires management to exercise its judgement in the process of applying the munidpality’s accounting policies. 
The areas involving a higher degree of judgement or complexity, or areas where assumptions and estimates are significant to the 
annual financial statements are disclosed in the relevant sections of the annual financial statements. Although these estimates are 
based on management’s best knowledge of current events and actions they may undertake in the future, actual results ultimately 
may differ from those estimates. 

1.22 Presentation of currency 

These annual financial statements are presented in South African Rand. 

1.23 Offsetting 

Assets, liabilities, revenue and expenses have not been offset except when offsetting is required or permitted by a Standard of 
GRAP 

1.24 Investments 

Where the carrying amount of an investment is greater than the estimated recoverable amount, it is written down immediately to its 
recoverable amount and an impairment loss is charged to the Statement of Financial Performance. 
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1.25 Conditional grants and receipts 

Revenue received from conditional grants, donations and funding are recognised as revenue to the extent that the municipality has 
complied with any of the criteria, conditions or obligations embodied in the agreement. To the extent that the criteria, conditions or 
obligations have not been met a liability is recognised. 

1.26 Segmental information 

Segmental information on property, plant and equipment, as well as income and expenditure, is set out in Appendices C and D, 
based on the International Government Financial Statistics classifications and the budget formats prescribed by National Treasury. 
The municipality operates solely in its area of jurisdiction as determined by the Demarcation Board. 

Segment information is prepared in conformity with the accounting policies applied for preparing and presenting the financial 
statements. 

1.27 Research and development expenditure 

Research costs are charged against operating surplus as incurred. Development costs are recognised as an expense in the period 
in which they are incurred unless the following criteria are met: 

• The product or process is clearly defined and the costs attributable to the process or product can be separately 
identified and measured reliably; 

• The technical feasibility of the product or process can be demonstrated; 

• The existence of a market or, if to be used internally rather than sold, its usefulness to the municipality can be 
demonstrated; 

• Adequate resources exist, or their availability can be demonstrated, to complete the project and then market or use the 
product or process; and 

• The asset must be separately identifiable. 

Where development costs are deferred, they are written off on a straight-line basis over the life of the process or product, subject 
to a maximum of five years. The amortization begins from the commencement of the commercial production of the product or use 
of the process to which they relate. 
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Figures in Rand 





2011 

2010 

2. Property, plant and equipment 



2011 



2010 



Cost/ 

Accumulated Carrying value 

Cost/ 

Accumulated Carrying value 


Valuation 

depreciation 


Valuation 

depreciation 




and 



and 




accumulated 



accumulated 




impairment 



impairment 


Plant and machinery 

7 672 458 

(1 782 724) 

5 889 734 

5 670 121 

(1 765 486) 

3 904 635 

Furniture and fixtures 

8 956 238 

(2 539 326) 

6416912 

8512418 

(1 853 266) 

6 659 152 

Motor vehicles 

31 787 117 

(1 1 987 079) 

19 800 038 

33 493 839 

(11 987 079) 

21 506 760 

Office equipment 

7 165 187 

(2 047 250) 

' 5 117 937 

6 147 644 

(1 578 994) 

4 568 650 

Infrastructure 

1 573 340 322 

(140 303 296)1 433 037 026 

1 482 836 427 

(104 957 581)1 

377 878 846 

Other property, plant and equipment 

8 280 

(1 677) 

6 603 

8 779 

. (1 677) 

7 102 

Tools and loose gear 

909 324 

(2 957) 

906 367 

974 772 

(382) 

974 390 

Total 

1 629 838 926 

(158 664 309)1 471 174 617 

1 537 644 000 

(122 144 465)1 415 499 535 

Reconciliation of property, plant and equipment - 

2011 








Opening 

balance 

Additions 

Depreciation 

Total 

Plant and machinery 



3 904 635 

2 002 337 

(17 238) 

5 889 734 

Furniture and fixtures 



6 659 152 

443 820 

(686 060) 

6416912 

Motor vehicles 



21 506 760 

- 

(1 706 722) 

19 800 038 

Office equipment 



4 568 650 

1 017 543 

(468 256) 

5 117 937 

Infrastructure 


1 377 878 846 

90 503 894 

(35 345 714)1 

433 037 026 

Other property, plant and equipment 



7 102 

- 

(499) 

6 603 

Tools and loose gear 



974 390 

15 000 

(83 023) 

906 367 



1 415 499 535 

93 982 594 

(38 307 512)1 471 174 617 

Reconciliation of property, plant and equipment- 

2010 







Opening 

Additions 

Other 

Depreciation 

Total 



balance 


changes, 

movements 



Plant and machinery 


2 095 715 

2 017 763 

- 

(208 843) 

3 904 635 

Furniture and fixtures 


4 463 173 

2 530 514 

- 

(334 535) 

6 659 152 

Motor vehicles 


19 934 961 

3 278 521 

- 

(1 706 722) 

21 506 760 

Office equipment 


2 176 916 

2 597 040 

- 

(205 306) 

4 568 650 

Infrastructure 


1 364 101 517 

97 000 365 

(37 632 910) 

(45 590 126)1 

377 878 846 

Other property, plant and equipment 


7 322 

279 

- 

(499) 

7 102 

Tools and loose gear 


- 

974 772 

- 

(382) 

974 390 



1 392 779 604 

108 399 254 

(37 632 910) 

(48 046 413)1415 499 535 


Other information 


A register containing the information required by section 63 of the Municipal Finance Management Act is available for inspection at 
the registered office of the municipality. 

3. Intangible assets 




2011 


2010 


Cost/ 

Valuation 

Accumulated Carrying value 
amortisation 
and 

accumulated 

impairment 

Cost/ 

Valuation 

Accumulated Carrying value 
amortisation 
and 

accumulated 

impairment 

Other intangible assets 

264 931 

(117 020) 147 911 

264 931 

(117 020) 147 911 
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2010 

3. Intangible assets (continued) 



Reconciliation of intangible assets > 2011 


Opening 

balance 

Total 

Other intangible assets 

147 911 

147 911 


Other information 

A brief description of significant intangible assets controlled by the municipality but not recognised as assets because they did not 
meet the recognition criteria in this Standard or because they were acquired or generated before the version of IAS 38 Intangible 
Assets issued in 1998 was effective. 

Intangible assets with indefinite lives: 

The useful life of “x trade mark” in considered indefinite. It is not bound by any expiry period as there is no foreseeable limit to the 
period over which the asset is expected to generate net cash flows for the municipality. 

Transitional provisions 

Intangible assets recognised at provisional amounts 

In accordance with the transitional provisions as per Directive 4 of the GRAP Reporting Framework, as disclosed in note , certain 
intangible assets with a carrying value of R 147 911 (2010: R 147 911) was recognised at provisional amounts. Carrying amounts 
of intangible assets carried at provisional amounts are as follows: 

Due to initial adoption of GRAP 102 

Website 147 911 147 911 

Steps taken to establish the values of intangible assets recognised at provisional amounts due to the initial adoption of GRAP 1 02, 
is as follows; 

The municipality will use the services of an accredible service provider which will assist in determining the valuation of the 
Website. 

The date at which full compliance with GRAP 1 02 is expected, is 30 June 201 2. 

4. Other financial assets 
Investments held 

Stanlib Collective Investments; Unit Trusts (Acc No 1005687) 14 911 957 19 276 597 

Details of the investment is as follows; 

Start date 01/07/2009 

Maturity date Indefinite 

Original investment amount R30,426, 364.39 

Additional investment amounts R8, 875, 883. 05 

Withdrawals R-20,398,446.10 

Fund (Unit) balance R17, 695, 491.43 

Price per Unit (c) 107.58 

Market value (Rc) at 30/06/2010 R19.037, 217.29 

Average Annualized Yield 0.0747 


Current assets 

Loans and receivables 14 911 957 19 276 597 


Reconciliation of available-for-sale financial assets measured at level 3 

The municipality has not reclassified any finandal assets from cost or amortised cost to fair value, or from fair value to cost or 
amortised cost during the current or prior year. 
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4. Other financial assets (continued) 


5. Inventories 

Consumable stores 4 264 227 3 790 423 


Transitional provisions 

Inventories recognised at provisional amounts 

In accordance with the transitional provisions as per Directive 4 of the GRAF Reporting Framework, as disclosed in note , certain 
inventories with a carrying value of R 4 264 227 (2010: R 3 790 423) was recognised at provisional amounts. Carrying amounts of 
inventories carried at provisional amounts are as follows; 

Due to initial adoption of GRAP 12 

Consumable goods 4 264 227 3 790 423 

Steps taken to establish the values of inventories recognised at provisional amounts due to the initial adoption of GRAP 12, is as 
follows; 

The municipality will employ the services of a valuator to accuratly determine the valuation method and valuation of consumables 
to comply wit GRAP 12. 

The date at which full compliance with GRAP 12 is expected, is 30 June 2012. 

6. Trade and other receivables from exchange transactions 

Trade debtors 4 174 732 2 379 871 

Employee costs in advance 247 067 247 067 

Deposits 1 500 1 500 

' 4 423 299 2 628 436 


7. VAT receivable 


VAT 


16 379 293 23 579 232 
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2011 

2010 


8. Consumer debtors 


Gross balances 



Rates 

6 881 137 

6 636 522 

Water 

41 652 034 

23 974 349 

Sewerage 

11 121 773 

10 217 705 

Refuse 

1 1 302 839 

10 750 374 

Other (Interest and other major items) 

26 330 402 

26 127 429 


97 288 185 

77 706 379 


Less: Provision for debt impairment 


Rates 

(7 312 175) 

(6 345 496) 

Water 

(37 977 993) 

(23 068 697) 

Sewerage 

(10 293 647) 

(9 727 323) 

Refuse 

(10 410 880) 

(10 214 076) 

Other (specify) 

(24 139 812) 

(25 308 005) 


(90134 507) 

(74 663 597) 

Net balance 



Rates 

(431 038) 

291 026 

Water 

3 674 041 

905 652 

Sewerage 

828 126 

490 382 

Refuse 

891 959 

536 298 

Other (Interest and other major items) 

2 190 590 

819 424 


7153 678 

3 042 782 

Rates 


2011 

Current (0 -30 days) 


(63 999) 

31 - 60 days 


(36 306) 

61 - 90 days 


2 539 

91 - 120 days 


(30 614) 

121 - 365 days 


(302 658) 

(431 038) 

Water 



Current (0 -30 days) 


141 031 

31 - 60 days 


59 522 

61-90 days 


79 287 

91-120 days 


58 740 

121 - 365 days 


3 335 461 

3 674 041 

Sewerage 



Current (0 -30 days) 


37 085 

31 • 60 days 


14 509 

61 • 90 days 


13 870 

91-120 days 


13512 

121 -365 days 


749 150 

828 126 
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8. Consumer debtors (continued) 


Refuse 

Current (0 -30 days) 

89 608 

31 - 60 days 

14 834 

61 - 90 days 

14 125 

91 - 120 days 

13 665 

121 -365 days 

759 727 


891 959 


Other (specify) 


Current (0 -30 days) 


124 338 

31 - 60 days 


63 510 

61 - 90 days 


72 913 

91-120 days 


55 098 

121 - 365 days 


1 874 731 

2 190 590 

Reconciliation of debt impairment provision 

Balance at beginning of the year 

(74 663 597) 

(57 796 606) 

Contributions to provision 

4 452 228 

(16 866 991) 

Debt impairment written off against provision 

(19 923 138) 

- 


(90 134 507) (74 663 597) 
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2010 

9. Cash and cash equivalents 






Cash and cash equivalents consist of: 






Cash on hand 




3 200 

3 200 

Bank balances 




109 220 856 

38 748 697 





109 224 056 

38 751 897 

The municipality had the following bank accounts 





Account number / description Bank statement balances 

Cash book balances 

30 June 2011 

30 June 2010 

30 June 2009 

30 June 2011 

30 June 2010 

30 June 2009 

AbsaBank 29 138 062 

665 903 

56 715 

- 

- 

56 715 

First National Bank 24 000 000 

1 1 000 000 

10 701 571 

- 

- 

10 701 571 

Standard Bank 20 621 284 

13 621 284 

5 000 000 

7 270 456 

5 000 822 

5 000 000 

Nedbank 25 461 510 

13 461 510 

3 042 636 

3 407 099 

3 234 229 

3 042 636 

People's Bank 10 000 000 

. 

- 

3 416 605 

5 386 233 


Petty Cash 3 200 

3 200 

3 200 

3 200 

3 200 

3 200 


• 

- 

- 

- 

- 


Total 


109 224 056 38 751 897 18 804122 14 097 360 13 624 484 18 804 122 
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10. Other financial liabilities 

Held at amortised cost 

Other financial liabilities 

3510314 

4 073 769 

Non-current liabilities 

At amortised cost 

3510313 

3 967 803 

Current liabilities 

At amortised cost 


105 966 


3 510 313 

4 073 769 

11. Unspent conditional grants and receipts 

Unspent conditional grants and receipts comprises of: 

Unspent conditional grants and receipts 

MIG Grant 

15 363 305 



The nature and extent of government grants recognised in the annual financial statements and an indication of other forms of 
government assistance from which the municipality has directly benefited; and 

Unfulfilled conditions and other contingencies attaching to government assistance that has been recognised. 

See note 17 for reconciliation of grants from National/Provincial Government. 

These amounts are invested in a ring-fenced investment until utilised. 

12. Provisions 


Reconciliation of provisions - 201 1 


Siyabuswa landfill 

Libangeni landfill 

Opening 

Balance 

5 995 933 

3 451 161 

Additions 

114 208 

65 736 

Total 

6 110 141 

3 516 897 


9 447 094 

179 944 

9 627 03B 

Reconciliation of provisions - 201 0 


Opening 

Additions 

Total 

Siyabuswa landfill 

Balance 

5 995 933 

5 995 933 

Libangeni landfill 

- 

3 451 161 

3 451 161 


- 

9 447 094 

9 447 094 


The municipality has two landfills for which we have made the calculations. The calculations of the closure costs have been based 
on an estimated 20 years remaining life and a discount rate of 7% {CPI plus 2%}. We have also calculated the provisions that 
would have been included in the 2010 financial statements if the same methodology would have been used and the remaining life 
would have been the only different variable. 
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13. Trade and other payables from exchange transactions 

Trade payables 

35 982 609 

28 145 835 

Other payables 

2 072 482 

2 072 482 

Deposits received 

77 861 

55 064 

Employee related costs 

227 468 

9 659 


38 360 420 

30 283 040 

14. Revenue 

Property rates 

2 009 562 

1 844 379 

Service charges 

20 959 718 

19 544 119 

Rental of facilities & equipment 

898 159 

587 412 

Interest received - trading 

7 849 821 

6 035 482 

Licences and permits 

2 824 478 

3 149 770 

Government grants & subsidies 

282 325 048 

266 948 038 


316 8S6 786 

298 109 200 

The amount included in revenue arising from exchanges of goods or services 
are as follows: 

Service charges 

20 959 718 

19544119 

Rental of facilities & equipment 

898 159 

587 412 

Interest received - trading 

7 849 821 

6 035 482 

Licences and permits 

2 824 478 

3 149 770 


32 532 176 

29 316 783 

The amount included in revenue arising from non-exchange transactions is as 
follows: 

Taxation revenue 

Property rates 

2 009 562 

1 844 379 

Transfer revenue 

Levies 

282 325 048 

266 948 038 


284 334 610 

268 792 417 

15. Property rates 



Rates received 


893 361 

45 541 

Commercial 

102 845 

145 625 

State 

1 008 933 

1 646 571 

Small holdings and farms 

4 423 

6 642 


2 009 562 

1 844 379 

16. Service charges 

Sale of water 

18199 029 

14 794 279 

Sewerage and sanitation charges 

107 622 

2 338 187 

Refuse removal 

2 653 067 

2 41 1 653 


20 959 718 

19 544119 
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17. Government grants and subsidies 



Equitable share 

180 529 090 

146 274 038 

Municipal Infrastructure Grant 

60 569 695 

65 005 000 

Financial Management Grant 

3 000 000 

2 750 000 

MSIG Grant 

750 000 

500 000 

Dwarf Grant 

37 476 263 

52 419 000 


282 325 048 

266 948 038 


Equitable Share 

In terms of the Constitution, this grant is used to subsidise the provision of basic services to indigent community members. 
Municipal Infrastructure Grant 

Current-year receipts 75 933 000 65 005 000 

Conditions met - transferred to revenue (60 569 695) (65 005 000) 

15 363 305 ^ 


Conditions still to be met - remain liabilities (see note 1 1 ). 
Financial Management Grant 


Current-year receipts 3 000 GOO 2 750 000 

Conditions met - transferred to revenue (3 000 000) (2 750 000) 


Municipal Systems Improvement Program Grant 

Current-year receipts 750 000 500 000 

Conditions met - transferred to revenue (750 000) (500 000) 


Dwarf Grant 

37 476 263 2 750 000 

(37476 263) (2 750 000) 


Current-year receipts 

Conditions met - transferred to revenue 


Conditions still to be met • remain liabilities (see note 11). 

Changes in level of government grants 

Based on the allocations set out in the Division of Revenue Act, no significant changes in the level of government grant funding are 
expected over the forthcoming 3 financial years. 

18. Other revenue 

Other income 2 791 711 2 140 890 
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19. General expenses 



Accounting fees 

92 663 

. 

Advertising 

1 137 708 

794 211 

Auditors remuneration 

1 359 016 

1 460 458 

Bank charges 

155 062 

106 642 

Cleaning 

1 597 034 

2 200 795 

Computer expenses 

5 388 

65 715 

Consulting and professional fees 

1 618 531 

250 631 

Entertainment 

1 023 825 

951 301 

insurance 

1 545 556 

1 003 331 

Conferences and seminars 

644 531 

121 600 

IT expenses 

- 

799 022 

Lease rentals on operating lease 

1 645 184 

825 415 

Medical expenses 

- 

9 352 

Motor vehicle expenses 

7 424 551 

3 134 797 

Postage and courier 

13 992 

5 714 

Printing and stationery 

3 958 516 

1 442 966 

Protective clothing 

386 203 

215 286 

Security (Guarding of municipal property) 

6 987 918 

4 768 661 

Telephone and fax 

2 836 309 

2 005 537 

Training 

1 413 567 

1 779 633 

Travel - local 

3186 233 

2 968 530 

Uniforms 

4 340 

82 962 

General expenses 

18 718 162 

8 366 070 

Delegates expenditure 

4 312 948 

2 333 817 

Licence fees paid 

14 533 797 

10130 190 

Expense 9 

750 000 

- 

Landfill 

179 944 

9 447 094 

Chemicals 

4 571 727 

5 000 000 

- 

80102 705 

60 269 730 

20. Operating 5urplus/(deficit) 



Operating surplus/(deflcit) for the year is stated after accounting for the following: 



Operating lease charges 



Premises 



• Contractual amounts 

384 704 

24 141 

Equipment 



• Contractual amounts 

1 260 480 

801 274 


1 645184 

825 415 

Gain on sale of property, plant and equipment 

905 326 

175 721 

Depreciation on property, plant and equipment 

38 226 627 

48 046 412 

Employee costs 

93 568 097 

77 859 106 
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21. Employee related costs 



Basic 

52 874 735 

41 532 109 

Bonus 

3 772 999 

3 006 606 

Medical aid - company contributions 

2 814 895 

3 329 128 

UIF 

513 048 

457 007 

WCA 

223 151 

324 155 

SDL 

- 

557 380 

Post-employment benefits - Pension - Defined contribution plan 

9 183 335 

8 608 032 

Travel, motor car, accommodation, subsistence and other allowances 

1 548 390 

4 352 184 

Overtime payments 

3 822 716 

3 281 813 

Housing benefits and allowances 

1 429 947 

1 100 204 

Bargaining council levy 

21 888 

19 036 

Group life contributions 

34 846 

63 178 


76 239 950 

66 630 832 

Remuneration of municipal manager 



Annual Remuneration 

623 309 

1 726 228 

Backpay 

44 553 

- 

Lumpsum 

1 040 346 

- 

Contributions to UIF, Medical and Pension Funds 

145 330 

- 

Benefits and allowances 

62 841 

235 839 


1 916 379 

1 962 067 


571 208 796 076 

36 755 
14 259 
39 965 

247 149 162 797 



909 336 

958 873 

22. Remuneration of councillors 



Executive Major 

613 174 

850 022 

Speaker 

500 238 


Councillors 

13 389 020 

7 457 312 


14 502 432 

8 307 334 

23. Debt impairment 



Contributions to debt impairment provision 

19 923 138 

16 866 991 

24. Investment revenue 



Interest revenue 

Unlisted financial assets 

29 390 080 

6 545 793 

Bank 

852 358 

689 548 


30 242 438 

7 235 341 

25. Depreciation and amortisation 



Property, plant and equipment 

38 226 627 

48 046 412 


Remuneration of chief finance officer 

Annual Remuneration 

Backpay 

Lumpsum 

Company contributions 
Benefits and allowances 
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26. Finance costs 



Non-current borrowings 

41 515 

84 725 

^ Bank 

- 

51 866 


41 515 

136 591 

27. Auditors' remuneration 



Fees 

1 359 016 

1 460 458 


28. Grants and subsidies paid 

Other subsidies 

Indigent grants 

6 237 627 

4 886 873 

29. Cash generated from operations 



Surplus 

97 905 487 

54 291 702 

Adjustments for: 



Depreciation and amortisation 

38 226 627 

48 046 412 

Loss on sale of assets and liabilities 

(905 326) 

(175 721) 

Debt impairment 

19 923 138 

16 866 991 

Movements in provisions 

179 944 

9 447 094 

Other non-cash items 

80 448 

- 

Changes in working capital: 



Inventories 

(473 804) 

395 961 

Trade and other receivables from exchange transactions 

(1 794 861) 

16 550 707 

Consumer debtors 

(24 034 034) 

(17195 316) 

Trade and other payables from exchange transactions 

8 077 381 

(5 559 269) 

VAT 

7 199 939 

(14 077 208) 

Unspent conditional grants and receipts 

15 363 305 

(28 865 066) 


159 748 244 

79 726 287 


30. Contingencies 

There is no reimbursement from any third parties for potential obligations of the municipality. 

Unfilled conditions and other contingencies attaching to government grants related to agricultural activity. 

31. Related parties 
Relationships 

Accounting Officer Refer to accounting officer's report note 

Post employment benefit plan for employees of entity and/or other Municipal Gratuity Fund 
related parties 

32. Prior period errors 

Below is a detail split of items reclassified and corrected as per prior period errors relating to incorrect classification of 
amounts and certain prior period amount errors. The errors found were reclassified retrospectively. 

The correction of the error(s) results in adjustments as follows as per financial statement description: 

The correction of the error(s) results in adjustments as foilows: 
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32. Prior period errors (continued) 


Statement of financial position 

Net assets - (1 9 449 495) 


Non Current Assets - Employee costs 

237 408 

- 

Non-current liabilities 

18 150 937 

- 

Housing development fund 

- 

3510313 

Cash and cash equivalents 

18 150 937 

- 

Infrastructure assets application of GRAP 

2 167 611 826 

- 

Statement of Financial Performance 

Other expenses 

237 408 



33. Risk management 
Capital risk management 

The municipality's objectives when managing capital are to safeguard the municipality's ability to continue as a going concern in 
order to provide returns for member and benefits for other stakeholders and to maintain an optimal capital structure to reduce the 
cost of capital. 

The capital structure of the municipality consists of debt, which includes the bomowings (excluding derivative financial liabtlities) 
disclosed in notes ,,,,10, cash and cash equivalents disclosed in note 9, and equity as disclosed in the statement of financial 
position. 

In order to maintain or adjust the capital structure, the municipality may adjust the amount of dividends paid to member, return 
capital to member, issue new shares or sell assets to reduce debt. 

There are no externally imposed capital requirements. 

There have been no changes to what the municipality manages as capital, the strategy for capital maintenance or externally 
imposed capital requirements from the previous year. 

Liquidity risk 

The municipality's risk to liquidity is a result of the funds available to cover future commitments. The municipality manages liquidity 
risk through an ongoing review of future commitments and credit facilities. 

interest rate risk 

As the municipality has no significant interest-bearing assets, the municipality’s income and operating cash flows are substantially 
independent of changes in market interest rates. 

Credit risk 

Credit risk consists mainly of cash deposits, cash equivalents, derivative financial instruments and trade debtors. The municipality 
only deposits cash with major banks with high quality credit standing and limits exposure to any one counter-party. 

Trade receivables comprise a widespread customer base. Management evaluated credit risk relating to customers on an ongoing 
basis. If customers are independently rated, these ratings are used. Otherwise, if there is no independent rating, risk control 
assesses the credit quality of the customer, taking into account its financial position, past experience and other factors. Individual 
risk limits are set based on internal or external ratings in accordance with limits set by the board. The utilisation of credit limits is 
regularly monitored. Sales to retail customers are settled in cash or using major credit cards. Credit guarantee insurance is 
purchased when deemed appropriate. 

34. Going concern 

The annual financial statements have been prepared on the basis of accounting policies applicable to a going concern. This basis 
presumes that funds will be available to finance future operations and that the realisation of assets and settlement of liabilities, 
contingent obligations and commitments will occur in the ordinary course of business. 
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35. Utilisation of Long-term liabilities reconciliation 

Long-term liabilities raised 

3 510 313 

4 073 769 


Long-term liabilities have been utilized in accordance with the Municipal Finance Management Act. Sufficient cash has been set 
aside to ensure that long-term liabilities can be repaid on redemption date. 

36. Actual operating expenditure versus budgeted operating expenditure 

Refer to Appendix A for the comparison of actual operating expenditure versus budgeted expenditure. 
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Note(s) 2011 


Revenue 
Property rates 
Service charges 

Rental of facilities and equipment 
Interest received (trading) 
Licences and permits 
Government grants & subsidies 
Other income 

Interest received - investment 
Total Revenue 


2 009 562 
20 959 718 
898 159 
7 849 821 
2 824 478 
282 325 048 
2 791 711 
30 242 438 


1 844 379 
19 544 119 

587 412 

6 035 482 
3 149 770 

266 948 038 

2 140 890 

7 235 341 


349 900 935 307 485 431 


Expenditure 

Employee cost 
Remuneration of councillors 
Depreciation and amortisation 
Finance costs 
Debt impairment 
Repairs and maintenance 
Grants and subsidies paid 
General Expenses 
Total Expenditure 

Gain on disposal of assets and liabilities 
Surplus for the year 


(79 065 665) 
(14 502 432) 
(38 226 627) 
(41 515) 
(19 923 138) 
(14 801 065) 
(6 237 627) 
(80 102 705) 


(69 551 772) 
(8 307 334) 
(48 046 412) 
(136 591) 
(16 866 991) 
(45 303 747) 
(4 886 873) 
(60 269 730) 


(252 900 774) (253 369 450) 


905 326 


175 721 


97 905 487 54 291 702 



The suDolementarv information oresented does not form part of the annual financial statements and is unaudited 



